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German  opposition 
presses  on  with 
citizenship  petition 

Germany's  Win  opposition 
patties  are  finalising  a controver- 
vSiai  petition  prow  sting  at  govern- 
ment plans  to  ofnr:.riual  crttzen- 
ship  to  more  than  7m  foVtijnQrs. 
Critics  warn  that  collecting  si&  =- 
turns  will  stoke  racial  tensions.  \ 
Page  16 
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argue  over  economy 
Former  Russian  central  bank 
chief  Sergei  Dubinin  accused 
state  officials  who  have  alleged 
corruption  in  the  institution  of  try- 
ing to  undermine  economic 
reforms.  International,  Page  3 

Kosovo  rebels  hold  Serb  sofcfiere 
Yugoslav  troops  massed  near  a 
northern  Kosovo  village,  adding 
urgency  to  negotiations  to  free 
eight  soldiers  held  by  ethnic 
Albanian  rebels.  Nato  secretary- 
general  Javier  Solaria  urged  both 
sides  to  show  restraint 

Kazakh  leader  set  to  win 
President  Nursultan  Nazarbayev 
- looked  set  to  win  another  seven 
years  as  Kazakhstan's  president, 
though  foreign  observers  refused 
to  monitor  the  vote  after  serious 
pre-election  violations.  Interna- 
tional, Page  8 

Cubans  spurn  US  moves 
Cuba  dismissed  US  moves  to 
modify  some  sanctions  against  it 
as  “crumbs"  really  intended  to 
•nd  ermine  communist  rule.  Jos£ 
Luis  ' Rodriguez,  Cuba's  economy 
minister,  ^id  Havana  was  not  in 
the  habit  of 'accepting  such 
offers,  intenuriSqnal,  Page  8 

Inspectors  ‘unHkety'tp  go  back1 
Controversial  reports  that  the  US 
used  UN  weapons  Inspectors  as 
a cover  for  spying  in  Iraq  have 
made  it  even  more  unHkety  that 
the  inspectors  will  return  to  the 
country,  say  UN  and  US  officials. 
International.  Page  8;  A ques- 
tion 6f  force.  Page  14 

Nuclear  talks  make  progress 
Talks  between  Washington  and 
New  Delhi  on  India's  nuclear 
weapons  programme  are  making  . 
progress,  according  to  a State  - 
Department  official,  with  agree- 
ment closer  on  further  testing 
and  export  controls.  Interna- 
tional, Page  6 

China  set  for  huge  mbie  closures 
China,  the  world's  largest  coal 
producer,  plans  to  shut  25,800 
mines  this  year  and  cut  output  in 
a bid  to  curb  overproduction  and 
losses.  The  move  is  expected  to 
cause  some  400,000  redundan- 
cies and  halve  the  industry's 
losses.  International,  Page  6 

Death  squads  terrorise  Colombia 
Twenty-seven  churchgoers  were 
among  the  latest  victims  of  Col- 
ombia's rightwing  death  squads. 
Gunmen  entered  Ptayon  de 
Orozco  village,  produced  a list  of 
their  victims,  dragged  them  from 
church  and  shot  them  deed. 

Irafia  to  set  up  new  navy  command 
India  plans  to  set  up  a new  naval 
command  in  the  Bay  of  Bengal, 
apparently  to  block  China's 
reported  surveillance  In  the 
region,  defence  minister  George 
Fernandes  was  quoted  as  saying. 

Indonesian  landslides  kill  42 

Landslides  have  kiUad  at  least  42 
people  on  two  Indonesian 
islands.  Seven  died  on  Java 
while  the  toll  on  Bali  rose  to  35. 

Vterfivostok’s  mayoral  muddle 
A court  scrapped  planned  may- 
oral  elections  in  the  far  eastern 
Russian  city  of  Vladivostok.  The 
hearing  was  supposed  to  resolve 
a conflict  which  leaves  three 
people  claiming  to  be  mayor. 


Progress  of  the  euro 
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Brussels  fears  high 
bank  charges  could 
undermine  euro 

The  European  Commission  is  to 
examine  bank  charges  in  the 
euro-zone  because  it  fears 
excessive  commissions  for 
conversions  between  Europe's 
former  currencies  coukf  under- 
. mine  public  confidence  in  the 
i^euro.  Page  16 

fafanwt.  the  clearing  house 
omV,  -l  by  the  French  stock 
exdmae,  is  to  compete  head  on 
with  tterLondon  Clearing  House 
for  supremacy  In  Europe's  gov- 
ernment bond  markets.  Page  17 

Vickers  and  Hat,  Britain’s  and 
France’s  only  manufacturers  of 
main  battle  tanks,  are  discussing 
a strategic  partnership  which 
would  be  an  important  step 
towards  rationalising  Europe's 
armoured  vehicle  industry. 

Page  17 

Zeneca,  the  UK  phami&xxiticals 
group  that  is  merging  with  Astra 
of  Sweden,  has  narrowed  the  list 
of  potential  buyers  for  its  special- 
ity chemicals  division  to  BASF 
and  Bayer,  both  of  Germany,  and 
Rohm  & Hass  of  the  US. 

Page  18 

IMCmfito  ttafiano,  Italy's  largest 
bank  In  terms  of  stack  market 
capitalisation,  wm  see  a power 
struggle  over  management  con- 
trol aid  international  alliances 
come  to  a head  today  at  a 
shareholders  meeting  to  elect  a 
new  board.  Page  17 

German  banks’  payment  errors 
combined  with  the  actions  of 
Germany’s  Bundesbank  test 
week  to  siphon  much  of  the 
liquidity  in  the  euro  into  Frank- 
furt, leading  private  sector  bank- 
ers said.  Payment  volumes  were 
larger  in  D-Marks  than  in  the  rest 
of  the  euro-zone  put  together. 
Europe,  Page  2 

Fortis,  the  Belgo-Duteh  financial 
group,  is  to  iaimch  a scaled- 
down  version  of  an  international 
equity  issue  withdrawn  last  Octo- 
ber when  market  conditions 
turned  against  it  Page  19 

Vodafone’s  chances  of 
succeeding  In  its  $55 bn  offer  for 
AirTouch  increased  significantly 
over  the  weekend  as  MCI  World- 
Com, the  US  fixed-tine  operator, 
said  it  had  deckled  against  mak- 
ing a bid  "at  this  time".  Page  17 

Unexpectedly  high  volumes  in  its 
first  week  of  operations  have 
prompted  the  Euro  Banking 
Association  to  consider  raising 
credit  limits  for  Its  euro  settle- 
ment system.  Page  2 

The  US  steel  Industry  wU  continue 
to  press  Congress  tor  worldwide 
quota  protection  from  dumping 
as  Asian  steel  is  diverted  to 
North  America  and  western 
Europe.  World  trade.  Page  4 

Ttefosh  authorities  face  fierce 
criticism  tor  bailing  out  one  of 
Turkey's  oldest  commercial 
banks  under  a deposit  insurance 
scheme  designed  to  protect 
small  investors.  International. 
Pages 

Texaco  is  to  take  special  charges 
of  about  $350m  on  fourth-quarter 
earn  Bigs  as  it  joins  other  leading 
oil  companies  in  laying  off  work- 
ers and  writing  down  the  value  of 
oB  and  gas  holdings.  Page  20 
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Fiat  confirms  its  interest  in 
V olvo  as  shares  in  both  rise 


By  Pate  Betts  in  -Han, 
Hate  Stawnian  in  London 
and  Urn  Burt  in  Stockholm 


Volvo,  the  Swedish  automotives 
group  that  is  considering  its  stra- 
tegic options,  is  holding  talks 
with  Fiat  in  a move  that  could 
mark  a further  consolidation  of 
Europe's  motor  industry. 

Italy's  Agnelli  family,  which 
controls  30  per  cent  of  Elat,  said 
at  the  weekend  that  the  indus- 
trial group  was  also  negotiating 
with  other  unspecified  car  com- 
panies on  possible  tie-ups. 

“There  ate  in  effect  talks  with 
Volvo,”  said  Umberto  Agnelli, 
chairman  of  the  TFIL  industrial 
holding  group  and  younger 
brother  of  Giovanni  Agnelli, 
Fiat's  honorary  chairman 

With  the  motor  industry  facing 
chronic  overcapacity  and  declin- 


ing profit  margins,  carmakers 
have  been  in  ferment  since 
Daimler-Benz  and  Chrysler 
merged  last  year.  The  creation  of 
DaimlerChrysler  has  triggered 
speculation  that  further  consoli- 
dation is  inevitable. 

Mr  AgnellTs  statement  comes 
after  a surge  in  the  share  prices 
of  Volvo  and  Fiat  following 
reports  that  the  companies  might 
be  in  talks.  Volvo  has  also 
received  approaches  from  Volks- 
wagen and  Ford. 

Volvo  is  widely  seen  as  the 
most  vulnerable  of  Europe's  car- 
makers because  of  its  relatively 
small  sia*  and  high  costs.  The  car 
division,  its  largest  business,  has 
been  valued  by  analysts  at  up  to 
SKr45bn  (J5.7bn). 

The  announcement  last  week 
that  Volvo  had  appointed 
JJ*.  Morgan,  the  investment 


bank,  to  advise  on  strategic 

options  for  its  car  subsidiary  - 
including  disposal  - prompted 
speculation  that  a final  decision 
on  the  car  division's  sale  or  on  a 
full-scale  merger  of  the  entire 
Volvo  group  had  come  closer. 

Volvo  declined  to  comment  yes- 
terday on  the  extent  of  its  discus- 
sions with  Fiat  People  close  to 
the  talks  warned  there  could  be 
no  assurance  that  a deal  - 
whether  an  outright  sale,  merger 
or  manufacturing  Joint  venture  - 
would  he  completed. 

Industry  analysts  in  Stockholm 
say  negotiations  could  founder 
on  valuing  the  Volvo  brand,  par- 
ticularly if  only  the  car  and 
trucks  operations  are  part  of  any 
transaction.  Such  a deal  is  also 
expected  to  be  strongly  opposed 
by  Volvo’s  powerful  unions. 

Mr  Agnelli  said  Fiat  was  in 


talks  with  “two  or  three"  other 
parties.  Fiat's  caution  stems 
partly  from  its  embarrassment  in 
1969  when  what  it  believed  was  a 
deal  to  buy  into  Saab.  Sweden's 
other  carmaker,  collapsed,  with 
General  Motors  emerging  as  the 
successful  bidder. 

“If  an  alliance  comes  with  the 
right  terms,  with  a clear  indus- 
trial and  financial  plan,  then  it  is 
welcome.  Otherwise  Fiat  will 
play  its  own  cards."  said  Mr 
Agnelli.  But  most  analysts 
believe  the  Italian  group  is  com- 
ing under  mounting  pressure  to 
forge  an  alliance  with  a leading 
carmaker  to  improve  meagre 
profit  margins  tn  its  car  sector. 

Fiat  and  Volvo  are  highly  com- 
plementary In  products  and  geog- 
raphy. Fiat's  mainly  small  cars 
mesh  well  with  Volvo's  executive 
models. 


SANTER  SEEKS  TO  DIVERT  MOVE  TO  CENSURE  EXECUTIVE  OVER  MISMANAGEMENT  CLAIMS 


EU  parliament  to 
consider  sacking 
commissioners 


By  NbB  Buckley  In  Brussels 


Jacques  Santer,  European 
Commission  president,  faces  the 
biggest  test  of  his  political  career 
today  as  he  seeks  to  persuade  the 
European  Parliament  not  to  back 
a censure  motion  that  would  sack 
all  20  European  commissioners. 

This  is  only  the  fourth  time 
since  direct  elections  to  the  par- 
liament began  in  1379  that  MEPs 
have  threatened  a censure  — the 
ultimate,  and  only  official,  sanc- 
tion parliament  has  agwinrt  the 
Commission,  the  European 
Union's  BrusseteJnsed  executive. 

There  are  fears  inside  the  Com- 
missi on  that  the  motion  could 
achieve  the  “doable  majority"  it 
needs  to  be  passed  — half  of  all 
MEPs  and  two-thirds  of  votes 
cast  - or  at  least  attract  enough 
support  to  seriously  damage  to 
the  executive. 

A defeat  for  the  Commission, 
which  runs  day-to-day  EU  policy, 
in  the  censure  vote  on  Thursday 
could  plunge  the  EU  into  chaos, 
threatening  the  timetable  for 
reforms  designed  to  prepare  the 


Union  for  eastern  enlargement 
The  censure  moves  were  trig- 
gered after  parliament  voted  last 
month  against  signing  off  the 
ElTs  1996  accounts  - in  effect 
questioning  the  Commission’s 
financial  competence  - after  alle- 
gations of  migmanagnment  and 
fiend  in  EU  programmes. 

All  20  commissioners  win  sit 
before  parliament  in  a pre-vote 
debate  in  Strasbourg  tonight. 

Mr  Santer  is  expected  to  call 
for  a new  code  of  conduct  cover- 
ing both  commissioners  and  offi- 
cials throughout  the  executive, 
including  rules  on  how  commis- 
sioners should  make  appoint- 
ments to  their  personal  offices,  or 
“cabinets".  He  will  seek  ‘‘com- 
mon ground"  with  MEPs  in  tack- 
ling fraud  in  all  EU  institutions. 

The  Commission  president  is 
expected  to  be  more  contrite  than 
at  a press  conference  last  week. 
He  insisted  then  that  commis- 
sioners would  press  on  if  the  cen- 
sure motion  failed,  even  if  more 
than  half  of  MEPs  supported  it 
But  he  is  expected  to  reject 
demands  from  some  MEPs  that 


Blow  to  China  as 
Gitic  debt  revealed 


By  Louise  Lucas  hi  Hong  Kong  and 
Junes  Huffing  h Shanghai 


Foreign  banks  lending  in  China 
suffered  a setback  yesterday 
when  administrators  for  a failed 
Chinese  investment  company 
told  creditors  that  the  outstand- 
ing debts  were  double  original 
estimates  and  dismissed  hopes  of 
prompt  and  full  repayment 

Bankers  called  to  a restaurant 
in  a southern  Chinese  city  to  dis- 
cover the  fate  of  the  money  they 
lent  to  Guangdong  International 
Trust  and  Investment  Corpora- 
tion (Gitic),  were  told  that  the 
company  had  debts  of  $4JJ7bn, 
doable  market  expectations  and 
nearly  twice  its  assets. 

Gitic,  which  was  backed  by  the 
government  of  the  prosperous 
Chinese  province  of  Guangdong 
and  borrowed  extensively  from 
foreign  banks  to  fund  infrastruc- 
ture and  real  estate  projects,  will 
file  tor  bankruptcy,  signalling 
that  some  debts  may  not  be 
repaid.  Creditors’  hopes  of  repay- 
ment faded  further  as  Guangdong 
nffi ranis  appeared  to  backtrack  on 
earlier  comments  that  foreign 
lenders  would  have  priority. 

"Someone  has  to  be  account- 
able tor  this,"  said  a creditor.  “No 
one  could  have  estimated  the 
problems  in  this  institution." 

Bankers’  concerns  focused  on 
the  gap  between  Gitic’s 
RMB21.47bn  assets  and 
RMB36.17bn  liabilities  which, 
they  said,  far  exceeded  the  fig- 
ures they  saw- earlier. 


“It’s  a bit  disappointing,"  said 
another  lender  whose  rough  cal- 
culation suggested  a repayment 
of  60  cents  in  the  dollar. 

The  handling  of  the  liquidation 
process  of  one  of  China's  most 
prominent,  toiled  financial  insti- 
tutions is  likely  to  add  to  the 
disquiet  among  foreign  banks 
lending  in  China. 

The  abrupt  closure  in  October 
of  Gitic  has  already  rattled  for- 
eign investors.  In  the  wake  of  the 
company's  collapse,  many  inter- 
national banks  called  in  credit 
and  refused  to  extend  loans  to 
other  international  trust  and 
investment  companies,  known  as 
the  Itics.  The  banks  feared  that 
the  incompetence  and  corruption 
that  proved  the  downfall  of  Gitic 
was  present  in  many  other  Itics. 

Bering  intended  the  closure  of 
Gitic  to  signal  its  resolve  to  dean 
up  its  troubled  financial  institu- 
tions and  many  international 
investors  still  have  confidence  in 
the  long-term  prospects  for 
China.  But  banks  have  become 
much  more  cautious  about  lend- 
ing to  Chinese  businesses  and 
investment  companies  after 
Gitic’s  collapse. 

Lenders  to  Gitic,  which  have 
spent  the  three  months  since 
October  6 registering  their  loans 
and  accompanying  official  loan 
approvals,  were  told  yesterday 
they  must  re-register  all  debts 
within  three  months,  extending 
the  period  of  uncertainty  that 
has  surrounded  the  institution's 

closure. 
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Jacques  Santer.  inspected  to  cal  tor  a new  code  of  conduct 


he  Should  sack  commissioners 
whose  programmes  have  come  in 
for  heaviest  criticism  - notably 
Manuel  Marin,  commission 
vice-president,  and  Edith  Cres- 
son.  the  former  French  premier. 

EU  governments  are  under- 
stood to  be  pressing  MEPs  not  to 
censure  the  executive. 

But  Wim  Kok,  Dutch  prime 
minister,  suggested  this  weekend 
it  would  be  “difficult"  for  com- 
missioners to  cany  on  if  a major- 


ity of  MEPs  hacked  non-binding 
resolutions  calling  for  their  resig- 
nation. 

The  political  climate  in  Brus- 
sels became  fevered  last  week 
after  it  emerged  that  the  Com- 
mission suspended  a “whistle- 
blower” who  leaked  allegations  of 
mismanagement  to  the  parlia- 
ment and  the  Court  of  Auditors, 
the  EITs  spending  watchdog. 


Cresson  hits  back,  Page  2 


Republicans 
outline  case 
against 
Clinton 

By  Richard  Woffie  in  Washington 

Republican  congressmen  have 
outlined  the  prosecution  case 
against  President  Bill  Clinton  as 
they  prepare  for  their  opening 
statements  in  the  impeachment 
trial  in  the  US  Senate  this  week. 

Prosecutors  from  the  House  of 
Representatives  said  their  “most 
compelling  and  chilling"  case 
centred  on  the  charge  that  Presi- 
dent Clinton  obstructed  justice  in 
an  attempt  to  hide  his  affair  with 
Monica  Lewinsky,  the  former 
White  House  intern. 

Republicans  also  said  they 
wanted  to  hear  evidence  from 
any  other  women  who  have 
alleged  improper  sexual  relations 
with  the  president 

The  13-strong  prosecution  team 
aims  to  argue  that  Mr  Clinton 
has  repeatedly  attempted  to 
obstruct  Justice  to  cover  up  extra- 
marital affairs.  In  particular, 
they  will  cite  the  president's  role 
in  shaping  Ms  Lewinsky's  false 
affidavit  In  the  Paula  Jones  sex- 
ual harassment  case. 

The  White  House  will  today  file 
a legal  motion  that  is  expected  to 
include  an  executive  summary  of 
its  defence  case.  White  House 
lawyers  are  due  to  present  their 
full  opening  arguments  to  the 
senate  next  week  after  the 
Republican  prosecution  begins  on 
Thursday. 

Lindsey  Graham,  a South  Caro- 
lina Republican,  one  of  tbe  13 
prosecution  “managers",  told 
NBC  television  it  was  vital  to  call 
a series  of  witnesses,  including 
Ms  Lewinsky. 

Republicans  say  they  want  to 
hear  direct  evidence  from  Betty 
Currie,  the  president's  secretary, 
about  Mr  Clinton’s  alleged 
attempts  to  shape  her  testimony 
about  the  affair. 

They  also  want  to  call  Vernon 
Jordan,  the  president’s  dose  con- 
fidant, about  his  involvement  in 
a. job  search  for  Ms  Lewinsky  in 
an  alleged  effort  to  secure  her 
silence. 

Senators  have  proved  reluctant 
to  decide  whether  to  hear 
directly  from  witnesses  in  the 
impeachment  trial,  and  have 
deferred  voting  on  the  issue  until 
proceedings  are  under  way. 

Tom  Daschle,  the  Democratic 
leader  in  the  Senate,  said  that 
senators  already  had  access  to 
60,000  pages  of  evidence  and  that 
witnesses  such  as  Ms  Lewinsky 
would  not  add  "one  iota”  of  fresh 
information. 
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mJLcao 


. We  munt  you  to  succeed 
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PAYMENT  ERRORS  GERMAN  BANKS  FAILING  TO  TRANSFER  MONEY  ABROAD  AS  INSTRUCTED  _ __  _ 

Euro  liquidity  bottled  up  in 


. ■;  ••  i 

* VjWANCE^L  TIMES  MONDAY  JANUARY 1 1 1999  V 


By  George  Graham, 
Bankfaig  Editor 


Payment  errors  by  leading 
German  banks  combined  last 
week  with  the  action?  of  the 
Bundesbank  to  siphon  much 
of  the  liquidity  in  the  euro 
into  Frankfurt,  leading  pri- 
vate sector  bankers  said. 

Flows  of  the  new  Euro- 
pean currency  were  always 
likely  to  be  larger  in  Ger- 
many than  elsewhere.  Pay- 
ment volumes  were  larger  in 
D-Marks  than  in  the  rest  of 
the  euro-zone  put  together. 

But  bankers  said  the  way 
some  of  the  big  German 
banks  had  handled  payment 
instructions  last  week  had 
left  more  euros  bottled  up  in 
Frankfurt  than  they  had 
wanted,  in  same  cases  losing 
them  money  as  they  had  to 
finance  cash  shortfalls  in 
other  centres.  Instead  of 


transferring  money  as 
instructed  to  another  conn- 
try.  half  a dozen  large  banks 
- mostly  German  but  some 
Dutch  and  US  - were  simply 
crediting  it  to  the  recipient 
hank's  account  with  them  in 
Frankfurt.  “We  have  had 


LAUNCH  OF 
THE  EURO 


problems  getting  money  out 
of  Frankfurt  this  week.**  said 
a senior  executive  at  a Euro- 
pean bank. 

In  addition,  the  require- 
ments imposed  by  the  Bund- 
esbank on  banks  tendering 
through  it  for  euros  in  the 
European  Central  Bank's 
(ECB)  regular  refinancing 
operations  have  been  much 
more  restrictive  than  those 


set  by  other  national  central 
banks  and,  have  tied  up 
liquidity  in  Frankfurt. 

The  Bundesbank’s  require- 
ments do  not  appear  to  irk 
the  German  private  sector 
banks,  which  are  used  to 
them  from  the  old  D-Mark 
tenders  and  whose  balance 
sheets  tend  to  have  surplus 
euro  liquidity.  For  banks 
that  are  short  of  euros,  how- 
ever. they  impose  a consider- 
able financing  cost 

The  problems  with  pay: 
ment  instructions  are  expec- 
ted to  clear  up  this  week, 
after  urgent  meetings  among 
the  top  international  banks 
and  foreign  exchange  traders 
in  London  last  week  and  a 
message  broadcast  to  all 
banks  on  Friday  reminding 
them  of  the  right  way  to 
handle  instructions. 

But  the  operations  of  the 
Bundesbank  are  stDl  expec- 


ted to  cause  difficulties  for 
banka,  in  other  countries. 

Many  private  sector  banks 
are  critical  of  the  Bundes- 
bank's connection  to  the 
Target  system,  the  real-time 
gross  settlement  network 


run  by  the  ECB  that  links  ’* 
national  payments  systems; 
and  is  expected  to  handle 
most  high-value,  cross-bor- 
der euro  payments.  Though 
several  central  banks  had 
fliffimltfeB  tost  week,  contri- 


buting to  Tepi&£g&  delays  in 
Target’s  dosn^  Tnany  Sin- 
gle out  the  Bundesbank  for. 
the  slowness  of  its  process- 
ing - critical 
Frankfort's  d< 
euro  payments  vnirrmRs 


Euro  settlement  credit  limits  may  be  raised 


Unexpectedly  high  volumes 
in  its  first  week  of  operation 
have  prompted  the  Euro 
Banking  Association  to 
consider  raising  credit  limits 
for  its  euro  settlement 
system,  George  Graham 
writes. 

Gilbert  Lichter,  EBA 
secretary-general,  said 
payments  through  EBA 
climbed  through  the  week 
and  on  Friday  the  system 
handled  34,000  payments 
worth  €182 bn  ($215bn).  This 
was  much  higher  than 


forecast,  even  though  many 
banks  were  only  putting 
interbank  payments  through 
EBA  last  week  and  were  not 
expected  to  start  using  the 
system  for  payments  on 
behalf  of  their  corporate 
customers  until  this  week. 

Member  banks  we 
currently  ikntted  to  a 
maximum  credit  or  debit 
balance  during  the  day  of 
€lbn,  but  Mr  Uchter  said 
this  might  have  to  be  raised 
to  €1.5bn.  . 

“With  the  number  of 


payments  we  are  seeing  and 
the  very  large  amounts  per 
payment  we  are  starting  to 
think  that  the  €1bn  band  is 
too  narrow/  he  said. 

But  some  BA  members 
say  it  Is  tod  early  to  draw 
conclusions  about  the 
pattern  of  payments  after 
the  euro  has  been  In  exist- 
ence for  just  a week.  Trans- 
fers resulting  from  foreign 
exchange  hides  conducted 
bn  Monday  started  to  show 
up  in  the  payments  system 
only  on  Wednesday. 


Shunning  currency  ‘harms  London's  standing’ 


By  Kevin  Brown, 
industry  Editor 


Only  5 per  cent  of  companies 
in  the  City  of  London  back 
the  opposition  Conservative 
party's  policy  of  staying  out 
of  the  European  single  cur- 
rency until  two  more  general 
elections  have  been  held, 
according  to  a study  pub- 
lished today. 

Many  think  the  UK's  deci- 
sion not  to  join  the  euro 
from  its  launch  at  the  begin- 
ning of  this  month  will  hit 


employment  and  damage 
London’s  international 
standing. 

The  study,  hy  City 
Research  Associates  for 
KPMG,  the  professional  ser- 
vices firm,  suggests  that  sup- 
port among  UK-based  finan- 
cial services  companies  for 
UK  partldpatloD  in  the  euro 
Is  strengthening,  and  adds 
weight  to  calls  by  senior 
business  leaders  for  the  gov- 
ernment to  set  a target  date 
for  entry. 

It  suggests  that  business 


opinion  is  increasingly 
diverging  from  the  line  of 
the  Conservative  party,  with 
which  business  h»a  been  tra- 
ditionally aligned.  The  par- 
ty's policy  has  also  been 
rejected  by  the  Confedera- 
tion of  British  Industry  and 
the  British  Chambers  of 
Commerce.  However,  many 
individual  businesses  remain 
opposed  to  early  UK  partici- 
pation. as  does  the  Institute 
of  Directors. 

The  survey  found  that  9 
per  cent  of  City  companies 


thought  the  UK  should  have 
participated  in  the  euro 
when  it  was  launched  in  11 
European  Union  countries.  A 
further  41  per  cent  said  foe 
UK  should  enter  in  January 
3001,  and  30  per  cent  more 
wanted  to  enter  In  next 
parliament 

The  survey  showed  sub- 
stantial concern  about  the 
Impact  of  UK  exclusion  from 
the  first  wave:  40  per  cent 
said  foe  City  would  lose  jobs, 
while  only  8 per  cent  fore- 
cast more  jobs,  and  43  per 


cent  said  there  would  be  no 
impact.  Forty-nine  per  cent 
said  foe  City  would  be  less 
attractive  to  overseas 
investors,  and  22  per  cent 
thought  it  would  be  more 
attractive. 

The  survey  also  suggests 
that  pro-euro  sentiment 
hardened  as  the  euro  hownm* 
a reality:  51  per  <*nt  said 
they  bad  become  more 
favourable  to  UK  participa- 
tion in  foe  last  six  months, 
and  11  per  cent  said  they 
had  became  less  favourable. 


The  main  reasons  for 
greater  enthusiasm  were 
that  membership  had 
become  inevitable  (27  per 
cent),  respondents  had  more 
knowledge  about  the  euro 
(23  per  cent),  its  advantages 
had  become  apparent  {22  per 
cent),  it  Was  better  to  be  in 
than  out  (13  per  emit),  and 
foe  need  to  remain  competi- 
tive (9  per  cent). 

City  Research  Associates 
surveyed  200  companies 
employing  nearly  150,000 
City  workers  in  November. 


Football  for  free  as  Gil  is  held  in  fraud  inquiry 


By  David  Write  in  Madrid 

A Spanish  first  division 
soccer  match  provided  the 
scene  for  a defiant  show  of 
support  last  night  for  Jestis 
Gil  y Gil,  the  controversy- 
prone  businessman  and 
self-made  politician  who  was 
remanded  in  custody  last 
week  during  a fraud  investi- 
gation. 


Madrid's  Atlfetico  club 
gave  away  free  tickets  for  a' 
home  league  tie  at  its  sta- 
dium to  get  a capacity  crowd 
of  59.000  in  a gesture  of  sym- 
pathy for  Mr  Gil,  the  dub’s 
chairman  and  majority 
shareholder. 

Mr  Gil.  65,  who  is  also 
mayor  of  Marbella,  foe  Costa 
del  Sol’s  wealthiest  resort, 
frees  allegations  of  illegally 


siphoning  town  council 
funds  into  the  dob's  coffers. 

In  a surprise  move  last 
Thursday  the  Marbella 
investigating  magistrate 
exercised  his  powers  to 
detain  Sir  GO  without  bail 
on  charges  of  misappropria- 
tion, misconduct  and  falsifi- 
cation, arguing  that  this 
would  prevent  him  destroy- 
ing evidence. 


Mr  GH  retorted  by  alleging 
political  motives  ahead  of 
local  pipctlons  in  June.  His 
party.  Independent  Liberal 
Group,  named  to  farm  the 
Spanish  acronym  Gil,  domi- 
nates. Marbella's  council. 

A colourfully  large  and 
pugnacious  figure  of  pro- 
nounced rightwing  views, 
famous  for  running  Marbella 
with  an  iron  hand,  Mr  GO 


planB  to  extend  his  power 
base  to  Spain's  North'  Afri- 
can territories,  Ceuta  and 
Melina. 

Charges  by  a special  anti- 
corruption prosecutor 
involve  Pta450m  (€2.7m, 
23.2m)  of  sponsorship  pay- 
ments aUpgwUy  made  to  the 
dub  for  the  first  two  seasons 
after  Mr  Gil  became  mayor 
in  1991,  in  exchange  for 


advertising  Marbella  on 
players'  shirts.  The  magis- 
trate is  also  investigating 
whether  Marbella  funds 
were  used  to  Imy  players. 

Thousands  of  Mr  Gil's  sup- 
porters maw-had  in  Marbella 
on  Friday  evening  and  bus- 
loads went  to  demonstrate 
outside  the  jaS  on  Saturday 
with  banners  reading  "GO, 
political  prisoner". 
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By  Ne8  Buckley 
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As  a"femer*pm&,'  minister  r 

of  France,  Edith  Cresson  is 
used  to  taking  the  political, 
heat.  .But.  eveiv  sjie  may 
fiiridy’Have  experienced  it  as 
hot  as  this  before. ' 

Alongside  Manuel  Marin, 

SpanMi  vice-president  of  the 
European  Commission,  she 
is  one  of  iro’ccmmissioners 
whose  registration  Is  being 
demanded  by  some  Euro- 
pean parliament  groups  as  ' 
an  alternative  to  the 
"nuclear  option”  of  backing 
a.  censure  motion  that  woi^il 
sack  all  20  commissioners- 

MEPs  say  both  shbuK  take 
responsibility  for,,  alleged 
shortcomings  wn  pro- 
grammes .for  >nlch  they 
were  the  commissioners 
responsible.  - 

m.  meetings  with  journal- 
ists late  last  week,  Mrs  Cres- 
son  insisted  she  had  done 
nothing  wrong  and  would 
not  resign.  She  told  Reuters 
she  was  “sickened”  by  a vin- 
dictive personal  campaign 
against  her. 

“We're  coming  up  to 
[European  parliament]  elec- 
tions and  I fhtnk  there  is  a 
desire  for  human  sacrifices. 
But  ft’s  not  that  serious,” 
foe  added.  “This  rampiHpi 

IS  rfftlrewirq*  that 'a  rlaar  Pm 

disgusted  by  it,  but  .1  am  not 
in  the  habit  of  giving  in  to 
thww  jnHmMation  frctics!" 

- Mrs  Cresson  is  most 
remembered  in  "France  for 
her  821-day  stint  as  prime 
minister  in  1991-92.  Else- 
where, foe  Is  perhaps  best 
known  for  her  'suggestions 
that  one  in  four  British  men 
is  homosexual  and  foe  Japa- 
nese are  a nation  of  “ants". 

Pugnacious,  direct,  but 
With  great  resources'  of 
charm,.  Mrs  Cresson  was 
nominated  as  a commis- 
sioner In  1994  as  reward  for 
her  loyalty  to  President 
Francois  Mitterrand. 

Mrs  Cresson  would  have 
liked  one  of  the  big-ticket 
portfolios  such  as  trade  or 
competition,  but  bad  to  set- 
tle for  the  lower-profile,  if 


CrassoiE  "dngustBcf 

big-budget,  .field  of  education 
and  research  and  develop- 
ment 

Her  outspoken  style  has 
not  always  made  her  popular 
with  colleagues.  She  has 
never,  regarded  Brussels  as 
home,  spending  most  week- 
ends in  Paris  or  Ch&teUer- 
anlt,  the  small  town  south  of 
Tours  of  which  she  was 
mayor  from  1983  to  1997. 

The  draft  resolution  put 
forward  by  parliament's 
third  biggest  group,  the 
European  Liberal  Demo- 
crats,. does  not  suggest  any 
personal  wrongdoing  by  » . 
either  Mrs  Cresson  or 

Marin  ' 

But  .it  says  Mrs  Cresson 
should  take  political  respon- 
sibility for  alleged  poor 
administration  within  Leon- 
ardo, a programme  to  sup- 
port vocational  training  pro- 
jects in  foe  EU,  found  by  the 
Commission's  financial  con- 
trol unit  Mr  Marin,  it  says.  , f 
should  take  re6ponsibiV|j- 
for  cases  of  misuse  fronds 
in  1993-95  In^cho,  the 
Humanitarian  aid  office. 

Mrs  Cresson  insisted  last 
week  fbpt  any  minor  man- 
agement problems  in  Leon- 
ardo had  been  rectified,  and 
that  “no  fraud  has  been 
detected"  even  by  Ddaf,  the 
Commissi  on’s  fraud  investi- 
gation unit  Mr  Marin  also 
denies  any  personal  wrong- 
doing or  link  with  the  prob-  4 
lems  in  Echo.  Aa, 
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A man  who's  been  doing 

the  impossible  for  half,  a century. 


hnagkne  crossing  a border  that's  been closed  for 48  years.  Then  imagine  doing  it  with  1,001  heatfaf  cattle. 

'Achieving  the  " Impossible"  Is  nothing  new  for  Chung  Ju-yung,  toe  83-year-young 
Founder  and  Honorary  Chairman  of  Korea's  Hyundai  Business  Croup. 

This  Is  the  same  man  who  literally  brought  the  sea  to  its  knees,  reclaiming  land  on  Korea's  west  coast  with  a 
large  maker  destined  for  scrap.  And  the  one  who  ingeniously  used  a small  fleet  of  barges  to  transport 
prefabricated  components  nearly  halfway  around  the  world  19  times  to  build  Jubafl  Harbor  In  Saudi  Arabia, 
one  of  the  construction  wonders  of  the  20th  century,  in  these  and  countless  other  projects  oyer  the  past  half- 
century,  Chung  found  a way  where  ofoers  said  it  couldn't  be  done. 

As  Hyundai  looks  toward  the  future,  we  share  Chung's  spirit-  an  unwavering  drive 

and  ambition  that  has  made  us  what  we  are  today.  And  what  wfli  propel  us  into  the  ranks  of  the  world's 

industrial  leaders  in  the  new  millennium. 
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INTERNATIONAL 


NEWS  DIGEST 

* TURKISH  POLITICS 


Russia  reform  ‘destabilisation’  alleged 


Army  warns  it  may  close 
down  Islamist  party 


% 


Turkey  s powerful  armed  forces  warned  at  the  weekend 
they  might  dose  down  Virtue,  the  Islamist  party  which  is 
the  largest  group  in  parliament  claiming  it  posed  a threat 
to  democracy. 

The  threat  was  followed  by  an  announcement  by  BQlent 
ccevtt,  leader  of  the  Democratic  Left  party,  one  of  the 
wjurtry's  squabbling  secular  parties,  that  he  was  putting 
the  “finishing  touches"  to  an  Interim  cabinet  to  run  the 
country  until  elections  scheduled  for  April  18. 

- The  army  has  expressed  growing  disquiet  over  the  rest 
1 ?-  as  secular  parties  have  failed  to  agree  a coali- 

tion to  replace  that  of  Mesut  Yflmaz,  who  was  ousted  as 
prime  minister  in  a no-confidence  vote.  The  latest  state- 
ment by  the  military,  which  forced  Turkey’s  first  Islamist- 
led  coalition  to  resign  in  1997.  was  the  closest  it  has  come 
to  warning  it  could  intervene  again. 

“Our  democracy  will  be  strengthened  if  political  forma- 
tions that  would  destroy  democracy  by  abolishing  secular- 
ism are  banned."  said  a pamphlet  distributed  to  Turkish 
media.  "No  democracy  would  be  obliged  to  allow  a politi- 
cal formation  that  uses  democratic  means  to  destroy  it” 
Leyia  Boulton,  Ankara 


THREAT  TO  BASQUE  PEACE 


Bomb  injures  Civil  Guard  man 

A Spanish  Civil  Guard  paramilitary  policeman  was  injured 
in  a petrol  bomb  attack  yesterday  morning.  In  a series  of 
violent  incidents  which  threaten  to  obstruct  the  embryonic 
peace  process  in  the  Basque  region. 

The  attack,  in  the  industrial  town  of  Eibar,  was  the  sec- 
ond against  Civil  Guard  premises  in  foe  last  few  days.  The 
government  sees  foe  upsurge  of  street  violence  as  a delib- 
erate tactic  by  Eta,  foe  outlawed  separatist  organisation,  to 
maintain  tension  despite  its  ceasefire  decision  last  Sep- 
tember, halting  Its  30-year  campaign  of  assassinations. 

Yesterday’s  incident  followed  a march  by  100,000 
people  in  Bilbao  on  Saturday  to  demand  more  lenient 
' 1 treatment  for  Eta  members  held  in  jails  around  Span.  The 
’ protest  was  foe  fast  for  more  than  20  years  to  be  organ- 
ised jointly  by  the  various  factions  of  Basque  nationalism, 
although  the  region's  new  all-nationalist  government 
declined  to  give  formal  backing.  David  White,  Madrid 


SETBACK  FOR  GREENS  UKELY 

German  budget  outline  agreed 

The  German  Finance  Ministry  said  at  foe  weekend  that  the 
outlines  for  a revised  1999  budget  had  been  agreed  with 
departmental  ministers. 

The  outline,  which  will  be  presented  to  the  cabinet  on 
January  20,  is  likely  to  mark  a setback  to  the  Green  party, 
junior  partners  in  Chancellor  Gerhard  Schrader's  Social 
Democrat-led  coalition,  as  funds  for  the  promotion  of 
renewable  energy  will  be  lower  than  originally  expected. 

Gunda  Rfistei,  co-chairman  of  the  Greens,  called  on 
Oskar  Lafontaine,  finance  minister,  to  remember  the  gov- 
ernment’s commitment  to  boosting  renewable  energy,  and 
restated  her  party's  backing  for  an  Increase  In  fuel  taxes. 

The  timetable  and  conditions  for  phasing  out  nuclear 
J ^ power  have  sparked  the  most  serious  row  within  foe  gov- 
em merit  since  it  took  office  last  October.  On  Wednesday 
senior  members  from  foe  SPD  and  Greens  are  due  to 
meet  in  Berlin  to  try  to  resolve  their  disagreements  on  the 
issue.  Frederick  Studemartn,  Bonn 


CHAVEZ  BEGINS  EUROPE  TRIP 


Venezuelan  debt  talks 

President-elect  Hugo  Ch&vez  will  seek  to  refinance  Vene- 
zuela’s foreign  debt  obligations  during  a week-long  trip  to 
Europe  beginning  in  Spain  today. 

"Our  social  and  economic  situation  is  very  serious.  We 
will  discuss  with  heads  of  state,  bankers  and  some  Paris 
Club  creditors  the  urgency  of  restructuring  the  foreign  debt 
so  as  to  attenuate  debt  payments,  which  make  up  nearly 
40  per  cent  of  this  year's  budget,”  Mr  Chdvez  said. 

Mr  Chavez  said  his  government  would  seek  to  renegoti- 
ate even  that  part  of  the  estimated  $24bn  m foreign  debt 
that  was  already  restructured:  "We  will  talk  to  those  invest- 
ment banks  holding  Venezuelan  debt”  The  idea  wasio 
[ issue  long-term  bonds  to  replace  debt  maturing  in  foe 
+ J short  term,  he  added.  Raymond  Colitt,  Caracas 


SIERRA  LEONE  FIGHTING 

Attack  on  rebels  planned 

A Nigerian-led  intervention  force  in  Siena  Leone  yesterday 
geared  up  to  counter-attack  rebels,  ferrying  fresh  troops 
by  helicopter  towards  foe  front  line  in  foe  capital,  Free- 
town. 

As  West  African  governments  stepped  up  mediation  to 
stop  the  fighting  In  the  shattered  city.  Sierra  Leone's 
beleaguered  government  boldly  predicted  the  Ecomog 
force  would  drive  out  the  Revolutionary  United  Front  (RUF) 
rebels.  Ecomog  - an  overwhelmingly  Nigerian  force  of  at 
least  15,000  men  - was  caught  napping  when  rebel  fight- 
ers flooded  into  Freetown  last  Wednesday.  Witnesses  said 
hundreds  of  reinforcements  for  Ecomog  had  arrived  over- 
night at  the  international  airport  at  Lungi,  where  the  force 
has  its  main  base. 

Aid  workers  were  worried  that  food  and  water  for  hun- 
dreds of  thousands  of  civilians  trapped  in  the  city  by  the 
fighting  was  fast  running  out  Electric  power  and  telephone 
lines  were  cut  Reuter,  Freetown 


By  Andrew  Jack  to  Moscow . 


accused  senior  state  nfftrisls 
who  have  alleged  corruption 
within  the  Institution  of  a 
political  destabilisation  cam- 
paign designed  to  undermine 
the  country’s  economic 
reform  programme. 

Sergei  Dubinin,  who 

resigned  as  governor  in  the 
wake  of  the  August  financial 

Anger  at 
Turkish 
bank 
bailout 

By  Leyia  Boulton  to  Ankara 

Turkish  authorities  face 
fierce  criticism  for  bailing 
out  one  of  Turkey’s  oldest 
commercial  hanks  under  an 
insurance  scheme  designed 
to  protect  depositors' 
savings. 

The  central  bank  savings 
insurance  fund  said  on  Fri- 
day it  was  taking  over  Inter- 
bank. which  last  year  had 
assets  of  TL892.250bn 
($L26bn),  to  ensure  continu- 
ing public  “confidence”  in 
the  medium-sized  bank.  But 
it  gave  no  details  of  Inter- 
bank’s problems,  which  ana- 
lysts ascribed  in  part  to  its 
exposure  to  Turkey’s  crisis- 
stricken  textile  industry. 

The  bank  was  owned  by 
Nergis,  a textile  conglomer- 
ate with  media  interests. 
The  deposit  insurance 
scheme,  introduced  after  a 
handful  of  banks  collapsed 
in  1994,  covers  all  customer 
deposits.  But  the  system  has 
been  hiamad  fin*  encouraging 
reckless  borrowing  and  lend- 
ing practices  by  banks  which 
know  the  government  will 
pick  up  the  pieces  if  they 
run  into  trouble. 

Erol  SabancL  head  of 
Akbank,  one  of  Turkey’s  big- 
gest private  sector  banks, 
will  today  protest  that  the 
rescue  undermines  fair  com- 
petition in  the  banking 
industry.  Akbank  said  yes- 
| terday  that  compensation 
1 should  be  limited  to  small 
depositors  and  Interbank 
' should  otherwise  be  liqui- 
dated. 

In  contrast,  a spokesman 
said,  the  central  bank’s  take- 
over would  mean  full  com- 
pensation. at  taxpayers' 
expense,  even  for  banks  and 
companies  that  had  done 
business  with  Interbank  at 
high  interest  rates,  reflecting 
their  awareness  of  the  risks 
they  were  taking. 

Btilent  Ecevit,  prime  min- 
ister-designate, recently 
accused  Turkish  banks  of 
irresponsible  behaviour.  He 
says  be  wil]  make  parliamen- 
tary passage  of  much-de- 
layed legislation  tightening 
up  the  regulation  of  banks  a 
priority  if  he  succeeds  in 
putting  together  a new  gov- 
ernment this  week. 

Many  banking  experts 
expect  further  trouble  in  the 
sector  as  Turkish  banks 
wrestle  with  the  conse- 
quences of  economic  slow- 
down and  a squeeze  on  inter- 
national borrowing  which  is 
affecting  most  emerging 
markets-  Erhan  ErsOz,  a 
Turkish  hanking  consultant, 
yesterday  said  the  crisis 
could  spread  to  “20  or  30”  of 
Turkey’s  75  banks. 

Analysts  say  the  industry 
suffers  from  too  many 
banks,  a lack  of  transpar- 
ency, the  government’s  fail- 
ure to  privatise  unhealthy 
state-owned  banks,  and  too 
close  links  between  indus- 
trial conglomerates  and  the 
banks  they  own. 

Mr  Ersfix  said  the  new  leg- 
islation would  introduce 
some  discipline  to  the  sector 
but  was  not  a substitute  for 
badly  needed  restructuring. 


crisis,  said  Yuri  Skuratov, 
chief  public  prosecutor,  had 


past”. 

Mr  Skuratov  is  co-ordinat- 
ing a wide-ranging  official 
inquiry  Into  allegations  of 
corruption  at  the  central 
bank  and  other  government 
departments  that  Sergei  Ste- 
phasin.  the  interior  minister. 


The  giant  thermometer  on 
the  facade  of  the  Rus- 
sian central  bank  in 
Moscow  may  be  hovering  at 
zero  this  week,  but  the 
inside  temperature  has  been 
far  hotter  in  the  wake  of 
allegations  of  misuse  of 
more  than  $ibn  by  the  insti- 
tution. 

When  Sergei  Stepashin, 
interior  minister,  announced 
late  last  month  that  be  was 
broadening  investigations 
into  supposed  wrongdoings 
entailing  “enormous  losses”, 
he  added  a new  scale  to  criti- 
cisms against  the  Hank  that 
have  been  growing  over 
recent  months. 

But  be  also  invoked  the  ire 
of  many  within  and  outside 
the  institution,  who  see  the 
allegations  as  the  latest  ele- 
ments in  a long-running  des- 
tabilisation exercise  and  an 
attempt  to  seek  convenient 
scapegoats  for  the  decisions 
made  during  Russia’s  finan- 
cial crisis  in  August 
In  ,the  wake  of  the  crisis, 
the  Auditing  Chamber, 
which  is  responsible  for 
scrutinising  the  use  of  public 
funds,  quickly  launched  an 
investigation,  and  Sergei 
Dubinin,  governor  of  the 
bank,  resigned.  But  Mr  Dubi- 
nin argued  in  an  interview 
this  week  that  the  inquiry 


last  month  said  could 
involve  more  than  Slbn. 

Mr  Dubinin  said  Mr  Skura- 
tov had  joined  the  “opposi- 
tion" forces  which  “have 
always  wanted  to  do  away 
with  the  central  bank  as  an 
independent  institution. 
[The  bank]  bas  always  been 
a sore  in  the  eye  of  those 
who  want  to  solve  all  the 
economic  problems  of  the 
country  by  administrative 
measures,”  he  said. 


had  taken  a “traditional 
Soviet  approach"  in  attempt- 
ing to  find  someone  to 
answer  before  the  justice 
system.  “It's  a Stalinist  pro- 
cess to  find  the  enemies  of 
the  people.” 

At  the  centre  of  concern  is 
the  evaporation  of  $4Jbn  In 
the  two  weeks  up  until  the 
August  crisis,  when  Russia 
simultaneously  devalued  the 
rouble  and  defaulted  on  its 
debt.  That  corresponded  to 
the  first  instalment  of  a loan 
made  in  late  July  to  Russia 
by  the  International  Mone- 
tary Fund. 

Officials  say  $3.8bn  was 
consumed  from  central  bank 
reserves  in  trying  to  prop  up 
the  rouble  as  it  came  under 
pressure  when  Investors 
began  withdrawing  large 
sums  from  the  Russian  mar, 
ket  The  remaining  $lbn  was 
transferred  to  the  Ministry 
of  Finance  to  repay  govern- 
ment bonds  because  tax  rev- 
enues ear-marked  to  provide 
reimbursement  had  dried  up. 

For  Andrei  Illarionov,  an 
economist  and  long-standing 
critic  of  the  central  bank, 
the  sums  spent  on  support- 
ing the  rouble  represented 
"pure  subsidies  to  major 
commercial  hanks  to  enable 
them  to  pay  back  credits. . . 
siphoned  out  of  the  pockets 


Mr  Dubinin,  who  is  now 
deputy  chairman  of  the  exec- 
utive board  of  Gazprom,  the 
Russian  utilities  giant,  said 
the  only  detailed  allegations 
he  was  aware  of  involved  a 
handful  of  individuals  and 
only  small  sums  of  money. 

He  stressed  there  was  no 

suggestion  that  he  person- 
ally was  under  suspicion.  He 
also  said  central  bank  col- 
leagues bad  told  him  there 
were  no  allegations  of  mis- 
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of  the  Russian  taxpayers  and 
into  the  pockets  of  the  corre- 
sponding banking  and  finan- 
cial institutions”. 

Proving  corruption  is 
another  issue,  however.  In 
spite  of  the  multitude  of  bod- 
ies now  working  on  the 
investigation  - from  the  FSB 
(successor  to  the  KGB)  and 
the  public  prosecutors'  office 
to  the  Auditing  Chamber  - 
concrete  allegations  against 
the  central  bank  are  so  for 
scant. 

The  public  prosecutor  has 
provided  details  of  just 
three  cases:  the  misuse 
of  cash  advances  on 
expenses  by  central  bank 
employees:  irregularities  in 
issuing  credits  and  licences; 
and  suggestions  of  insider 
trading  related  to  tbe  issue 
of  government  bonds.  Mr 
Dubinin  argues  that  the  lim- 
ited number  of  people  under 
suspicion  and  the  sums 
involved  are  on  far  too  small 
a scale  to  explain  the  August 
crisis  with  which  they 


management  or  breaches  of 
the  law  in  a separate  report 
currently  being  finalised  by 
the  state  Auditing  Chamber, 
the  parliamentary  watchdog 
of  public  expenditure. 

Mr  Dubinin's  statement 
comes  as  Russia  struggles  to 
regain  the  confidence  of 
financial  backers  and  to  win 
new  support  from  the  Inter- 
nationa] Monetary  Fund.  Its 
1999  budget,  strongly  critic- 
ised for  running  a deficit 
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have  been  “artificially  tied”. 

Some  officials  criticise  the 
central  bank's  transfer  of 
$lbn  to  the  Ministry  of 
Finance.  Mr  Dubinin  says  he 
followed  all  the  necessary- 
procedures  and  the  IMF 
approved  the  decision, 
although  he  criticises  the 
“illegal”  failure  of  the  gov- 
ernment to  reimburse  the 
money. 

While  there  may  well  have 
been  misdeeds  at  the  central 
bank,  it  also  has  many  ene- 
mies who  have  wasted  no 
time  in  exploiting  any  weak 
points  to  the  full.  The  Com- 
munist-dominated parlia- 
ment has  long  been  angered 
by  the  formal  political  inde- 
pendence of  the  institution, 
which  was  enshrined  in  leg- 
islation in  1995. 

The  Auditing  Chamber, 
which  has  promised  further 
revelations  about  the  central 
bank  soon,  is  itself  account- 
able to  parliament.  It  is  also 
currently  locked  in  a power 
struggle  with  tbe  bank  in 
efforts  to  gain  greater  pow- 


even  on  optimistic  assump- 
tions, is  unlikely  to  be 
finally  approved  by  parlia- 
ment until  next  month. 
Many  experts  expect  high 
inflation  during  the  year  to 
make  good  the  shortfall. 

The  Ministry  of  Finance 
yesterday  denied  reports  in 
Russian  newspapers  that  it 
was  in  default  on  debts  and 
that  the  country’s  assets 
held  abroad  risked  being 

confiscated. 


Sargai  DobWa,  tamer  head  of 
Russian  Central  Bank 


ers  to  scrutinise  its  books. 

The  central  bank  has 
sparked  envy  over  the  rela- 
tively high  salaries  paid  to 
its  staff  - as  well  as  perks 
including  opulent  offices, 
chauffeur-driven  cars  and 
the  use  of  country  retreats 
or  dachas. 

Mr  Dubinin  says  the 
employment  conditions  were 
introduced  by  his  predeces- 
sors, precisely  to  prevent 
corruption  and  to  motivate 
high-quality  professionals  to 
work  at  the  bank  when  they 
could  have  earned  more  in 
the  private  sector. 

Ironically,  the  perks  were 
introduced  in  the  early  1990s 
when  Victor  Gerashchenko 
was  head  of  the  bank-  He 
has  since  been  re-appointed, 
following  Mr  Dubinin's  resig- 
nation. The  fact  that  the 
Interior  Ministry-  says  the 
inquiry  now  extends  back  as 
far  as  1992  may  prove  a 
warning  of  the  intense  politi- 
cal pressures  he  is  likely  to 
face  during  the  difficult 
months  ahead. 


A valuable  resource  worth  exploring. 


The  former  head  of  Russia's  joined  forces  with  extremist 
central  bank  yesterday  Communists  and  national- 
ists who  wanted  to  “return 
to  the  rigid  economy  of  the 


Moscow  mystery  of 
missing  $4.8bn 

Andrew  Jack  on  cries  of  corruption  and 
Stalinism  over  central  bank’s  problems 


LEGAL  NOTICE 


MKEWTDW  

GENERAL  COMMUNITY 
SERVICES  PLC 
tSD  WIWXUTB  OFDffi 
twoorvT  *na 

B jr.uter  irir  4TOUI  rtr  tofri 


r.l.  laud  U*2»  Kill  .'M'  w «po«Wl  fen 

U*ptai  J 

IVifrfw  i«K 

■rfinctttwisrit  OVIMhaArffnlK— rfikr 

Inn. 

MfeVn  i*  In  b*  >Wi  *i  Ir 

kd  Md  Mu  in.  d 
(4-n  Huh  to*  IflBfcn  1C™ 

luau^aUia.rflfcrinrapm.  tad  .ananpndh 

nuiur  i 


■ a aP-tti-BB  ikr  km  l tjmdMf  rrtn 
*n fc atf  « «*l pw 

imwl.  u> Blur  dl  m dM  W'i"  IVj  «l 
U- telxd  ir-n  At  Ml  id  am  iWni—vi  tufc 

Hi, 

v»-  ifnBrr  r.purUlBTjm  JorttoJlwr 

to-,  V <6.  wl  Ir  jud  m W 
ILlnHUU.  PWB 

mmi  aan*n«mniT  wwbJ 

aowi  IDHB  HOB  tox 


Wt«IM  KIU  Mt 

WASTE  MANAGEMENT 

INTERNATIONAL  PLC 


INTERNATIONAL  PUT 

(t(l>  UW>— BtfclWjfA 
A>!«a  >i  con 

Mlkitoinnr  »*tanS— rt  (—•" 
.lr^^B-m  j^Bdoa  d 

•rd  fonun,  <■  :*  Onnwr  T9*J  b, 


UadDfwrU’JOmP 

•MMOCPMlU 


Financial  Times  Surveys 


Barcelona 


Wednesday  February  24 


For  further  information 
pleatc  contact: 

Lindsay  SheppjrtJ 
Tel:  -4-1  171  S73  3225 
Fax:  *44  171  S73  3204 

email:  lindsay.sheppardSFT.com 

Maria  Conzale;  in  Madrid 
Tel:  +34  91  337  0061 
Fax:  -34  91  337  0062 
email:  m»ria  ponzales4  FT.cxjiii 


FINANCIAL  TIMES 

Pufaltfhed  by  Tbe  Funeral  Time*  (Europe) 
GmbH,  tfbelnraapfez  X 60318  Plank- 
ton an  Mam.  Gennaay.  Tcfc^xac  -+W 
69  (56  m Fu  ++49  69  596  4481.  Repre- 
sented a Frankfort  by  Cotm  A.  Itanid 
a*  Gnchlfisfibref  ami  is  London  by 
Dand  CM.  BeD,  Oamnaii,  and  Abu  C. 
MiDtx.  Deputy  Osurmaa.  Tbe  dare  holder 
oT  the  FoflDQiJ  Traes  (Europe  I GmbH  k 
Fesftte  Oversea  Holden  Limited.  3 Bm- 
luglon  Garden*.  JLosdon,  W1X  1L£. 
Sbarefeoldff  of  the  coapuy  it  Peancc 
pie.  reported  at  the  me  address 
GERMANY: 

Responsible  for  Adverting  gmm  Cofia 
A.  Romani-  Primer  Hiiniya  bienatia&l 

Yedttseeseflschift  mbH,  AdmaaJ-Rojw- 

dahl-Snsre  3a.  H363  Nmimbare  ISSN 
0114  7363.  Responsible  Editor  Ucfaid 
Lambert,  efo  The  Freund  Times  Lmdsed. 
Number  One  Sombnik  Bridge.  London 
SEI  9HL. 

FRANCE: 

Pdfehmt  Snsur.  P.  Mzrarala,  42  Rat 
La  Boelie.  75008  PARIS.  Tdephoce  (Oil 
5376  8254,  Fai  (01)  5376  8253.  Printer 
SA.  Nwd  Eclair.  1SGI  Roe  de  Cain. 
F-fWin0  Roebm  Codex  I.  ErfiW  Ridwd 
Lambert.  ISSN  1 141-2751  C«nmi»w 
Pantait  No  b7808a 
SWEDEN: 

Renjttfbfc  PuMsher  Bradey  P Mseol 
Tekpfem  -M6  8 791  23*15.  Printer.  AB 
Kvalbodransni  Extract  P0  Bu  6007, 
S-550  06.  JonLppmg. 

C Tlte  Fiweml  Tines  Limited  1999. 
Editor.  Rx&ud  Lambert,  do  Tbe  Fmaaral 
Times  I H*-1.  Namber  One  Sotribmk 
Bridge.  London  SEI  9HL 
- R 


The  Government  of  Western  Australia  is  currently 
developing  a world-class  marine  industrial  complex  at 
Jervoise  Bay,  a few  kilometres  south  of  the  port  of 
Fremantle.  And  with  $20  billion  worth  of  regional 
resource  projects  coming  on  stream  over  the  next 
decade,  this  60  hectare  (148  acre)  common-user 
module  assembly  precinct  with  load-out  area,  waterfront 
and  complementary  industry  freehold  sites  at  the  rear;  will 
be  well-placed  to  take  full  advantage  of  the  region's  future 
potential.  Your  company  could  take  full  advantage  of  it  too. 
The  Government  of  Western  Australia  is  seeking  a long- 
term partner  to  become  involved  in  this  project  to  provide 
facilities  and  manage  the  precinct  once  the  initial  harbour: 
channel  dredging,  wharves  and  assembly  areas’  construction 
is  completed.  In  Western  Australia  there  is  already  a well 
established  and  experienced  resource  and  mining  services 


sector;  a highly  skilled  and  motivated  workforce  plus  world- 

class  education  and  R&D  facilities  to  support  you  and  your 

project  Within  easy  access  of  Australia's  North-West 

Shelf  and  the  entire  South  East  Asian  region.  Jervoise 

Bay  is  set  to  become  a valuable  world  resource  well- 

worth  exploring.  To  pre-register  your  interest  and  receive  ! 

further  information,  including  an  introductory  CD-Rom. 

contact  us  by  phone  on  (6 1.8)  9335  4207,  facsimile  on  (6 1.8) 

9335  9580,  email  at  brsu@commerce.wa.gov.au.  or  simply 
visit  our  web  site  at  www.comrnerce.wa.gov.au  or  write  to 
the  Jervoise  Bay  Project  Department  of  Commerce 
and  Trade.  PO  Box  7234.  Cloisters  Square,  Perth,  Western 
Australia  6850.  Formal  registration  will  follow  shortly. 
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DUMPING  CLAIMS  CLINTON  UNDER  FIRE  FOR  OPPOSING  CONGRESSIONAL  PRESSURE  FOR  QUOTAS 


US  steel  demands  quota  protection 


By  Nancy  Dunne  in  Washington 


The  US  steel  industry  will 
continue  to  press  Congress 
for  quota  protection  from 
dumping,-  although  President 
Bill  Clinton’s  impeachment 
trial  is  expected  to  slow  any 
action  in  the  Senate. 

Mr  Clinton  stood  firm 
against  the  introduction  of 
quotas  in  a plan  submitted 
to  Capitol  Hill  last  week, 
drawing  strong  bipartisan 
criticism  from  Congress. 

A spokesman  for  the  pow- 
erful -40-member  Senate  steel 
caucus  said  momentum  lor 


new  legislation  had  been 
building.  Massive  rallies 
have  been  held  across  the 
midwest  and  television 
advertisements  exhort 
Americans  to  "Stand  Up  for 
Steel". 

The  pressure  on  the  White 
House  grew  more  intense  as 
steel-UBing  companies 
mounted  their  own  attack 
against  voluntary  restraint 
arrangements  (VRAs).  Don- 
ald Fites.  Caterpillar  chair- 
man, warned  in  a letter  to 
Mr  Clinton  that  quotas  were 
“a  particularly  insidious 
Form  of  protection".  Short- 


ages Induced  by  quotas  dur- 
ing the  1980s  came  perilously 
close  to  shutting  down  the 
company's  largest  plant 
while  it  waited  six  months 
for  a short-supply  licence  for 
a type  of  steel  not  produced 
in  the  US. 

Senator  Robert  Byrd,  a 
West  Virginia  Democrat  who 
Is  playing  a leading  role  in 
the  impeachment  proceed- 
ings, accused  the  president 
of  “taking  baby  steps  when 
leaps  and  bounds  are 
needed". 

Senator  Jay  Rockefeller, 
the  other  West  Virginia 


Democrat,  said  the  president 
was  more  concerned  about 
"the  global  economic  effect 
of.  taking  action  on  steel 
than  protecting  suffering 
American  worisera". 

There  is  no  question  that 
the  US  industry  has  been 
hurt.  Three  of  the  smaller 
producers  have  gone  bank- 
rupt Seven  thousand  work- 
ers have  received  notice  of 
lay-offs  and  20,000  are  work- 
ing reduced  hours.  In  vol- 
ume terms,  imports  rose  by 
49  per  cent  between  July  and 
October  1998  over  the  same 
period  in  1997.  while  exports 


plunged  by  20  per  cent 

But  some  analysts  believe 
conditions  migtif  be  improv- 
ing. 

The  industry's  largest  cus- 
tomers, in  the  housing  and 
vehicle  manufacturing  sec- 
tors, are  expected  to  gener- 
ate healthy  demand  this 
year,  in  response  to  lower 
Interest  rates.  • 

While  shipments  in  the 
third  quarter  ofl998  fell  from 
1997  levels,  average  prices 
were  not  much  lower  last 
year  than  the  previous  year, 
according  to  the  reports  filed 
by  large  companies  with  the 


Securities  and  Exchange 
Commission. 

Although  Mr  Clinton 
chose  to  stand  up  to  steel, 
rather  than  for  it,  pressure 
on  the  White  House  wffl  con- 
tinue as  vice-president  A1 
Gore  continues  to  seek 
labour  support  in  his  cam- 
paign to  be  elected  president 
in  2000. 

“The  administration  has 
an  obligation  to  stick  up  for 
the  workers  in  this  country 
and  not  just  give  our  Jobs 
away.”  said  George  Becker, 
head  of  the  steelworkers’ 
union. 


Disputes  threaten  as  world 
overcapacity  distorts  trade 


Hot  rolled  cofl  - average  transaction  prices 


Demand  in  Asia  has  collapsed  after  months  of  financial  turmoil, 
leaving  exporters  desperate  for  market  share.  Kevin  Brown, 
Deborah  McGregor  and  Michiyo  Nakamoto  report 


In  the  world  of  steel  it  pays 
to  be  tough.  Making  the 
product  is  a hot  and  dirty 
process.  So.  increasingly,  is 
staying  in  business. 

In  Washington,  Brussels 
and  Tokyo  steelmen  and 
theta- friends  in  government 
ore  feeing  up  to  growing  ten- 
sions over  steel  that  appear 
close  to  breaking  into  a 
trade  war. 

The  root  cause  is  the  col- 
lapse of  demand  in  Asia  fol- 
lowing the  economic  crisis 
that  has  gripped  the  conti- 
nent As  Asian  consumption 
falls,  local  steel  Is  being 
diverted  to  western  Europe 
and  North  America. 

Meanwhile.  European  pro- 
ducers. which  used  to  export 
to  Asia,  are  diverting  to  the 
US,  and  African  and  east 
European  mills  are  selling 
wherever  they  can. 

This  distortion  of  trading 
patterns  pushed  up  imports 
in  both  the  US  and  the  EU 
by  SO  per  cent  or  more  in 
1998.  When  the  final  figures 
are  in.  last  year  will  be  First 
year  in  which  the  EU  has 
been  a net  importer  of  steel. 

MEPS.  a UK  steel  consul- 
tancy, says  that  average 
prices  for  hot  rolled  coll 
steel,  a benchmark  product 


used  to  make  Industrial 
products,  fell  from  more 
than  DM650  ($390)  a tonne  at 
the  beginning  of  last  year  to 
less  than  DM525  in  Septem- 
ber. 

Big  losses  are  likely  to 
Start  piling  up.  British  Steel, 
one  of  the  world's  most  effi- 
cient big  steelmakers,  has 
already  forecast  a loss  tor 
1988.  Paribas,  the  Paris- 
based  broker,  says  that  Ger- 
many's Salzgitter.  Belgium's 
Arbed  and  many  others  will 
also  lose  money. 

Steel  producers  have  not 
stood  idle  in  the  face  of 
decline. 

Japan  reduced  output  by 
about  12  per  cent  last  year, 
and  Europe  will  produce 
about  7 per  cent  less  this 
year.  But  this  is  Car  too  little 
to  overcome  global  overcapa- 
city. 

So  the  industry's  mind  is 
increasingly  turning  to  pro- 
tection. Taiwan  started  the 
process  in  June  with  anti- 
dumping duties  against 
cheap  H-beam  imports,  used 
in  construction. 

India  Followed  in  Novem- 
ber with  duties  on  cheap 
products  from  Russia.  Kaz- 
akhstan and  Ukraine.  Chile 
and  Brazil  are  considering 


anti-dumping  measures.  But 
the  big  threat  to  trade  lies  in 
Washington  and  Brussels. 

A campaign  by  US  produc- 
ers attracted  substantial  con- 
gressional support  at  the  end 
oF  last  year,  and  prompted  a 
White  House  rescue  package 
last  Thursday. 

The  Clinton  administra- 
tion offered  $300xn  In  tax 
breaks  to  help  US  companies 
stay  in  business,  and 
claimed  that  Japan  was 
ready  to  implement  volun- 
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economies  of  Asia  and 
angering  trading  partners. 

However,  the  moves  Failed 
to  satisfy  congressional 
backers  of  the  steel  produc- 
ers. “You  have  a steel  indus- 
try haemorrhaging  with  the 


Most  analysts  think  prices  will  rise 
towards  the  end  of  this  year  as 
imports  level  off  because  of  a 
predicted  Asian  recovery 


tary  restraints  on  exports. 
The  administration  Is  also 
investigating  formal  anti- 
dumping cases  against 
Japan,  Russia  and  Brazil- 
Key  administration  offi- 
cials, led  by  Robert  Rubin, 
the  powerful  treasury  secre- 
tary. have  argued  firmly 
against  tough  unilateral 
action  because  of  the  danger 
of  upsetting  the  delicate 


Hooding  of  our  markets  with 
foreign  dumped  steel,  caus- 
ing the  loss  of  thousands  of 
jobs,  ftnri  the  administration 
is  applying  a small  Band- 
Aid.”  said  Republican  sena- 
tor Arlen  Specter,  chairman 
of  the  Senate  steel  caucus. 

The  US  package  also 
angered  both  the  Japanese 
and  Europe.  Tokyo  vehe- 
mently denied  that  It  had 


agreed  voluntarily  to  reduce 
steel  exports  to  the  US.  and 
the  European  Commission 
said  it  would  look  at  the 
terms  of  the  tax  breaks. 

European  producers  said 
the  tax  breaks  amounted  to 
a subsidy  which  probably 
breached  World  Trade 
Organisation  rules.  How- 
ever, Eurofer.  their  trade 
association,  said  It  would  act 
bring  an  anti-subsidy  case 
for  the  time  being  to  avoid 
aggravating  tensions. 

At  the  same  time  the  Com- 
mission decided  to  start  for- 
mal investigations  into  Euro- 
fer's  complaints  of  dumping 
of  hot  rolled  coll  by  several 
Asian  and  east  European 
countries. 

Eurofer  is  also  planning 
further  anti-dumping  com- 
plaints by  the  end  of  Janu- 
ary against  heavy  plate  and 
wire  rod  imports  from  coun- 
tries including  China,  India 
and  Turkey.  Both  steels  are 
used  in  construction. 


The  danger  is  that  tit-for- 
tat  protection  will  end  in  a 
full-scale  trade  war.  But 
there  is  light  at  the  end  of 
the  tu.nn.eL  Most  analysts 
think  that  prices  will  rise 
towards  the  end -of  this  year 
as  Imports  level  off  because 
of  a predicted  Asian  recov- 
ery and  the  deterrent  effect 
of  trade  suits. 

Nothing  is  certain,  how- 
ever, and  events  are  likely  to 
test  the  backbone  of  US  and 
European  producers.  Europe, 
where  steelmaking  remains 
organised  on  a largely 
national  basis,  may  have  to 
swallow  more  substantial 
cuts  in  capacity  if  a trade 
war  Is  to  be  avoided. 

“European  mills  remain 
resistant  to  production  cuts, 
but  they  are  likely  to  be 
forced  to  take  drastic  steps 
as  losses  mount  in  the  first 
half  of  the  year,"  says  Terry 
Sinclair,  steel  analyst  at 
Salomon  Smith  Barney  in 
London. 


ATTRACTION  FOR  VENTURE  CAPITALISTS 

First  Chinese  % 


internet 
profits  in  sight 


n in  Beiwiq  another  Chinese  internet 

By  Janes  Kynge  b Bajjng_ 

has  been 


A Chinese  internet  company 
is  poised  to  become  the  first 
among  several  fledgling 
domestic  competitors  to  stop 
losing  money  - a modest 
achievement  with  huge 
implications  for  the  commer- 
cialisation of  cyberspace  in 
the  world’s  most  populous 

nation.  . 

Charles  Zhang,  chief  exec- 
utive officer  of  Sohu.  a lead- 
ing chinese-language  inter- 
net content  provider 
modelled  on  Yahoo!,  said 
that  a current  audit  was 
expected  to  show  the  com- 
pany had  “broken  even 
after  11  months  in  business. 

*We  have  got  about  60  per 
cent  of  the  internet  advertis- 
ing market  in  China,"  said 
Mr  Zhang,  whose  company 
now  employs  about  80  staff 
compared  with  10  when  it 
was  launched  last  February. 
Mr  Zhang  said  that  Sobu 
hosted  about  100.000  visitors 
and  700.000  page  views  a 
day. 

The  company's  progress 
shows  for  the  first  time  that, 
in  spite  of  many  obstacles, 
internet  business  in  China 
may  be  profitable.  Analysts 
said  this  realisation  could 
attract  a wave  of  venture 
capitalists  from  the  west  to 
China,  and  provide  a plat- 
form for  the  listing  of  sev- 
eral Chinese  companies  on 
overseas  stock  markets. 

Wang  Zbidong.  president 
of  Sina  Inc,  another  fledgling 
Chinese-language  internet 
venture,  said  his  company 
might  try  to  list  on  Wall 
Street's  Nasdaq  exchange 
later  this  year. 

Representatives  of  several 
other  small  Chinese  internet 
companies  said  they  were 
scouting  for  venture  capital 
to  support  their  develop- 
ment. 

“We  think  that  1999  is  the 
make-or-break  year.  If  we 
don’t  manage  to  get 
launched  this  year,  then  oth- 
ers will  beat  us  to  the  post.” 
said  the  chief  executive  of 


UK 


Internet  use 
growing  exponentially  in 
China.  There  are  now  2.1m 

subscribers  compared  with 

about  200.000  in  1997.  Nicho- 
las Negro ponte,  a leading  US 
internet  expert,  said  last 
week  In  Beijing  that  he 
believed  there  would  be  lam 
subscribers  by  2000.  Mr 
Negroponte  was  one  of  the 
earliest  investors  i" 
Sohu. 

But  there  remain  many 
obstacles  to  internet  devel- 
opment in  China.  Access  Is 
slow,  so  many  find  the  cost 
of  surfing  too  high.  The 
domestic  advertising  indus- 
try is  underdeveloped,  as  is 
corporate  awareness  of  the 
internet  as  a business  tool. 

Most  net  advertisers  have  so 
far  been  foreign  multination- 
als and  some  private  Chi- 
nese enterprises. 

Yin  Zhihe.  executive  chair- 
man of  the  Beijing  Software 
Industry  Association,  said 
China  had  been  slow  to 
respond  to  the  venture  capi- 
tal needs  of  local  internet 
start-ups.  State  banks  often 
lacked  the  skills  to  identify 
potential  winners,  and  » 
unproven  internet  compaji^F 
nies  were  at  a disadvantage  f ' 
in  gaining  approval  from  the 
stock  market  regulator  to 
list  within  China. 

The  Rank  of  China,  a lead- 
ing state  bank,  launched  the  ' 
country's  first  “e-commerce" 
credit  card  last  month, 
though  cyberspace  shopping 
may  remain  only  a concept 
for  some  time  in  a country*  l 
where  people  traditionally  ■* 
prefer  to  pay  in  cash,  even  . « 
when  buying  houses. 

A potentially  more  peril-  ! 
ous  obstacle  is  political.  The 
contradiction  between  the  ■; 
internet  and  China's  authori- 
tarian system  was  demon- 
strated last  month  when  Bei-  ■" 
jing  tried  for  subversion  a 
man  who  allegedly  supplied  . * 
the  e-mail  addresses  of  thou-  \ 
sands  of  Chinese  to  a dissi-  ’ • 
dent  organisation  in  the  USa^j, 
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If  "Made  in  Italy"  has  made  a big 
impact  on  world  markets,  it’s  thanks 
also  to  Italian  management  skills. 

And  the  place  to  learn  those  skills 

is  in  Europe's  largest  

management  school, 
the  SDA  Bocconi  in 
Milan. 

Our  1 6-month  MBA 
course,  accredited  by 
AMBA  and  EQUIS,  is 


Next  presentations  of  the  M&A 
will  be  in  Oslo  and  Cairo. 


Find  out  more  about  location 

and  dates  at 


designed  co  equip  tomorrow's  managers 
to  face  the  challenges  of  the  future. 

Not  just  in  Europe,  but  globally. 
As  our  international  teaching  staff 

and  student  body 

demonstrate. 

To  find  out  more 
about  the  advantages 
of  our  MBA,  ask  for 
the  brochure  by  fax  or 
e-mail. 


Tel.  ++3 9-02-583 6.i605S£60&  Fax  ++3 9-02-583 6 .3275  E-mail:  MBA@sda.unl-bocconi.it 
The  brochure  and  application  form  can  be  downloaded  from  our  website:  www^dauini-boccontit/mba/ 
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A treay  establishing  an  Ease  African  Community,  providing  for  a Common  Market  for  Kenya. 
Tanzania  and  Uganda.  Is  due  to  be  ratified  by  the  three  heads  of  state  by  the  middle  of  1999. 

Senior  ministers  from  the  three  East  African  countries  and  speakers  from  the 
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that  takes  your  company 
to  new  heights. 
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EFFECT 


EMC  Enterprise  Storage ™ consolidates  your  company’s  information  and  makes  it  available  to  all 
who  need  it,  regardless  of  the  computers  in  use.  It’s  the  new  strategic  power  that  the  majority  of  the  Times  Top  100 
companies  use  to  achieve  their  most  challenging  goals.  Cost  control.  Improved  customer  service.  Y2K  compliance. 
Risk  reduction.  Faster  time-to-market.  Plus  the  advantages  of  EMC’s  Enterprise  Storage  Network  (ESN):  enhanced  data 
access,  more  efficient  network  performance  and  automated  management.  We  call  it  The  EMC  Effect .™  Imagine  where 
we  will  take  your  business.  To  put  The  EMC  Effect ™ to  work  for  you.  reach  us  at  www.EMC.com/rocket  or  01737  835  122. 
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ASIA-PACIFIC 


India  presses 


state  shares 


By  Krishna  Guta 
to  Jaipur 


The  Indian  government  is 
trying  to  cajole  state-owned 
banks  and  public  sector  com- 
panies to  buy  privatisation 
shares  to  make  good  a hole 
in  public  finances,  according 
to  a former  finance  minister. 
P.  Chidambaram. 

Describing  the  move  as 
“fraught  with  great  danger", 
he  said  what  the  government 
was  doing  “is  sleight  of 
hand’*. 


Mr  Chidambaram’s  attack 
follows  reports  that  India's 
government  - which  needs 
to  raise  RsSObn  ( ftjbn)  from 
asset  sales  by  March  31  to 
meet  budget  targets  - is  toy- 
ing with  alternatives  to  open 
market  sales. 

These  include  asking  state- 
owned  financial  institutions 
to  bold  shares  and  urging 
public  sector  companies  to 
buy  back  their  own  shares, 
or  buy  cross  shareholdings 
in  other  state-owned  compa- 
nies from  the  government. 


banks 


The  proposals  have 
already  drawn  fire  from 
Manmohan  Singh,  Mr  Chi- 
dambaram’s predecessor. 

"{Privatisation]  means 
selling  shares  retail.  What 
the  government  is  doing  is 
parking  shares  forcibly  with 
banks."  said  Mr  Chidam- 
baram. “The  banks  and 
financial  institutions  are 
resisting  this.1' 

He  said  It  would  be  an 
equally  serious  mistake  to 
push  public  sector  compa- 
nies into  buying  shares  from 


to  buy 

the  government.  “The 
reserves  of  successful  public 
sector  undertakings  are 
meant  for  new  investment," 
he  said.  “You  cannot  force  a 
company  to  buy  back  [its] 
shares  because  the  govern- 
ment needs  funds." 

Were  public  sector  compa- 
nies to  acquire  cross  share- 
holdings in  related  busi- 
nesses, this  would  raise 
funds  for  the  government 
while  enabling  it  to  retain 
control  of  the  companies. 
Share  buybacks  are  con- 


strained by  tight  regula- 
tions. 

Prime  candidates  for  such 
arranged  marriages  are  oil 
companies  Indian  OD  and 
ONGC  and  telecommunica- 
tions companies  MTNL  and 
VSKL 

Investment  bankers 
Involved  in  India's  privatisa- 
tion programme  are  up  in 
aims.  “It  is  stupid.  No  inves- 
tors want  to  see  croashold- 
Ings,"  said  one  senior 
banker. 

Investors  are  also  dis- 


mayed at  signs  that  the  gov- 
ernment may  be  willing  to 
interfere  with  the  manage- 
ment of  state-owned  compa- 
nies and  institutions,  which 
bad  slowly  been  building 
greater  autonomy. 

A second  senior  banker 
said  the  lack  of  a settled  pri- 
vatisation policy  made  it 
extremely  difficult  to  take 
issues  to  market.  “I  have 
come  to  the  conclusion  that 
it  is  not  worth  working  with 
the  Indian  public  sector,"  be 
said. 


Nuclear  weapons  talks  with  US  make  progress 


By  Kristina  Guha 


Talks  between  Washington 
and  New  Delhi  on  India's 
nuclear  weapons  programme 
are  making  progress,  with 
both  sides  closer  to  agree- 
ment on  further  testing  and 
export  controls,  according  to 
a State  Department  official. 

But  there  remain  serious 
differences  over  India's  pro- 
duction of  fissile  material, 
used  to  make  nuclear  war- 
heads. and  the  deployment 
of  nuclear  weapons.  These 
are  the  main  barriers  to  an 
early  lifting  of  US  sanctions 


Imposed  after  India's  nuclear 
tests  last  May. 

"I  do  not  think  we  have 
reached  the  kind  of  break- 
through we  hoped  for  and 
expected."  said  George  Pick- 
art.  senior  adviser  at  the 
State  Department.  However, 
he  said  the  US  was  encour- 
aged by  recent  statements 
by  Atal  Behari  Vajpayee,  the 
Indian  prime  minister,  on 
the  subject  of  further 
nuclear  tests. 

The  US  feels  Mr  Vajpayee 
may  be  preparing  public 
opinion  for  a decision  to  sign 
the  comprehensive  test  ban 


treaty  before  the  September 
deadline 

“We  gain  a strong  sense 
that  there  will  be  no  further 
tests  from  either  India  or 
Pakistan."  Mr  Plckart  said. 
There  had  also  been  “good 
discussions  between  experts 
to  strengthen  and  interna- 
tionalise India's  export  con- 
trol laws". 

On  the  production  of  fis- 
sile material,  the  US  is  heart- 
ened that  India  is  taking 
part  in  discussions  over  a 
proposed  fissile  material  cut- 
off treaty.  “I  do  not  think 
these  parts  of  toe  dialogue 


have  reached  the  state  of 
progress  the  other  parts 
have."  Mr  Pickart  said. 

Washington  has  told  New 
Delhi  that  it  does  not  seek  to 
define  India’s  security 
requirements,  but  wants  to 
reconcile  them  with  the 
global  non-proliferation 
regime. 

The  two  countries  bad 
“come  a long  way”  in  under- 
standing each  other,  the  US 
official  added. 

Mr  Pickart  said  the 
nuclear  issue  was  a serious 
obstacle  to  the  development 
of  a stronger  US-LuUan  rela- 


tionship, the  attractions  of 
which  he  and  other  members 
of  the  high-profile  US  delega- 
tion spelt  out  to  Indian  busi- 
nessmen last  week  at  the 
Confederation  of  Indian 
Industry's  summit  tn  Jaipur. 

“You  cannot  have  a fan 
and  healthy  trade  relation- 
ship when  you  have  sanc- 
tions in  place,"  he  said. 

The  US  will  continue  to 
oppose  all  multilateral 
finance  for  India  for  projects 
that  fell  outside  its  defini- 
tion of  basic  needs,  including 
a planned  World  Bank  loan 
for  power  reform  in  toe  state 


of  Andhra  Pradesh.  It  will 
support  the  International 
Monetary  Fund  package 
under  preparation  for  Pakis- 
tan, but  only  to  prevent 
financial  collapse. 

However,  the  US  may  be 
prepared  to  lift  sanctions  - 
including  its  opposition  to 
multilateral  aid  - if  it 
reaches  agreement  with 
fmfia  on  the  comprehensive 
test  ban  treaty,  export  con- 
trols. fissiles  production  and 
deployment,  even  if  India 
does  not  also  accede  to  the 
nuclear  non-proliferation 

treaty- 


Pakistan’s  Shias  live  in 
fear  of  further  massacres 


By  Fariun  Bokhan  In  Lahore 

With  several  years  of 
experience  as  a caretaker  at 
Lahore's  Mominpura  Shia 
Moslem  graveyard.  Talib 
Hussain  is  hardened  to  wit- 
nessing daily  funerals.  But 
there  are  limits  to  his  toler- 
ance. 

i am  still  shocked  by  the 
massacre.  I was  so  scared 
that  reliving  the  details  is 
tough."  he  says,  pointing 
towards  the  courtyard  where 
a year  ago  22  corpses  were 
laid  out  after  one  of  Pakis- 
tan's worst  religious  massa- 
cres. 

The  victims  were  all  Shias 
attending  a prayer  meeting. 
Four  gunmen  walked  in  to 
the  graveyard,  opened  indis- 
criminate fire  and  left  on 
motor  cycles  parked  just  out- 
side. 

Mr  Hussain  is  expecting  to 
receive  hundreds  of  mourn- 
ers today,  the  first  anniver- 
sary of  the  attack.  “But  it’s 
not  the  end  of  the  crisis  as 
far  as  we're  concerned"  says 


Mubarak  Ali,  an  eyewitness 
to  the  event  “Every  passing 
day  brings  more  fear  for 
Shias." 

The  massacre  of  17  Shias 
in  a village  last  week  has 
added  to  the  fear.  They  were 
believed  to  have  been  killed 
by  members  of  a militant 
Sunni  Moslem  group. 

Nawaz  Sharif,  the  Paki- 
stani prime  minister,  con- 
demned the  latest  attack  but 
many  Shias  question  the 
extent  to  which  his  govern- 
ment can  protect  them. 

“Nobody  trusts  the  prime 
minister  or  the  government 
any  more.  It  seems  increas- 
ingly that  we  will  have  to 
fight  it  out,”  says  Mr  Hus- 
sain. echoing  growing  frus- 
tration among  fellow  com- 
munity members. 

Although  there  are  no  offi- 
cial statistics,  analysts  say 
that  Shias  number  between 
a fifth  and  a quarter  of 
Pakistan's  population  of 
138m.  Shia  community  lead- 
ers claim  this  figure  to  be 
closer  to  a third.  . 


Most  Shias  suspect  that 
toe  killings  are  the  work  of 
the  militant  Sunni  Moslem 
sipah-i-sahaba  group,  which 
has  campaigned  to  have 
Shias  officially  declared  as 
heretics. 

The  killings  have  also 
strained  relations  with 
neighbouring  Iran,  a pre- 
dominantly Shia  country, 
which  has  also  seen  its 
nationals  killed  in  Pakistan 
at  the  hands  of  the  sipah-i • 
sahaba  or  groups  that  it  con- 
trols. 

Last  week  Shamshad 
Ahmed.  Pakistan’s  foreign 
secretary,  was  told  that 
there  could  be  no  improve- 
ment in  relations  with  Iran 
unless  Islamabad  took  deci- 
sive action  to  curb  anti-Shia 
militancy  in  Pakistan. 
Kama!  Kharazi,  the  Iranian 
foreign  minister,  was  quoted 
as  urging  Pakistan  to  “take 
concrete  and  rapid  measures 
to  punish  the  terrorists". 

Analysts  say  the  violence 
has  links  to  years  of  Paki- 
stani support  for  groups  in 


neighbouring  Afghanistan. 
Many  of  those  groups,  com- 
prising Sunni  activists,  were 


sectarian  violence,”  says 
Gbazi  Salahuddin,  a political 
commentator.  “It’s  not  just 
large  massacres,  it's  also  the 


Analysts  such  as  Mr  Sala- 
huddin say  that  Mr  Sharif 
needs  to  retreat  on  his  plans 
to  introduce  Islamic  shariah 


armed  and  funded  through 
Pakistan.  Some  have  subse- 
quently turned  their  guns  on 
Shias,  community  leaders 
believe. 

“There  are  new  and  alarm- 
ing trends  in  the  [Islamic] 


individual  targeting  of  Shias 
that  is  a source  of  concern.” 
Tn  Punjab,  many  prominent 
Shias  have  hired  private 
bodyguards  and  carry  arms, 
fearing  an  attack. 


laws.  Critics  say  that  such 
laws  would  add  to  the  con- 
siderable polarisation  in 
society,  and  push  different 
groups  towards  antagonism 
rather  than  conciliation. 


CHARGES  OF  BRIBERY 


Chinese  central  banker 
given  death  sentence 
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BIS  GATHERING 


Ireenspan  in  Hong  Kong 

Jan  Greenspan,  chairman  of  the  US  Federal  Reserve 
loard  yesterday  arrived  in  Hong  Kong  for  a 
;entrai  bankers  under  toe  aegis  of  the  Bank  for  Interna- 
onal  Settlements.  Items  on  the  agenda  incl^®  restructur- 
ig  at  Asian  banks,  toe  global  financial  ^uatj0f^fnd  P^9' 
ass  in  strengthening  financial  systems.  ® 

Iso  likely  to  discuss  greater  regulation  °f 

It  is  toe  first  to  be  held  in  Hong  Kong 
«pened  an  office  in  the  territory  last  July.  Another  meeting 
cheduled  for  next  July  is  to  be  held  ‘n  Shanghai. 

Central  bankers  will  also  meet  Tung  Chee-hwa,  Hong 
tong’s  chief  executive.  Mr  Greenspan  last  year  cntioMd 
long  Kong's  intervention  in  the  stock  market.  He  >nB  fly 
n to  Beijing  for  a meeting  with  Dai  Xiang  long,  governor  of 
le  People's  Bank  of  China.  Louise  Lucas,  Hong  Kong 


CAMBODIAN  TOXIC  DUMPING 


*¥■ 


Action  pledge  on  rights  probe 

Cambodia’s  Interior  Ministry  yesterday  said  it  had  asked  a . 
provincial  court  to  speed  up  Investigations  Into  two 
detained  human  rights  workers  and  to  free  them  if  there 
was  no  evidence.  "We  don't  want  to  keep  them  in  jaB," 
said  Interior  Ministry  spokesman  Khieu  Sopheak. 

Kirn  Sen  and  Meas  Minear  of  local  rights  group  Ucadho 
were  arrested  on  December  21  in  toe  southern  port  of 
Sihanoukville  during  protests  against  toxic  waste  dumping 
by  a Taiwanese  company.  They  were  charged  with  robbery 
and  criminal  damage  but  human  rights  groups  said  they 
were  only  engaged  in  legitimate  protest  and  called  for  their 
Immediate  release.  The  case  has  attracted  international 
attention  because  of  its  contrast  with  the  friendly  treatment 
the  government  accorded  to  Khieu  Samphan  and  Nuon 
Chea,  two  defecting  leaders  of  toe  Khmer  Rouge,  whose 
revolution  in  the  1970s  killed  an  estimated  1 ,7m  Cambo- 
dians. Reuters,  Phnom  Penh 


TAIWANESE  CONTRACT 

Alstom  in  €650m  power  deal 

Alstom  has  been  awarded  a €650m  (S760m)  contract  for 
toe  construction  erf  a power  plant  at  Ho-Ping,  south  east 
of  Taipei.  The  Ho-Ping  plant  will  incorporate  advanced 
environmental  protection  technology  and  is  expected  to 
come  into  operation  in  2002.  International  Staff 


400,000  REDUNDANCIES  EXPECTED  UNAUTHORISED  PITS  TO  BE  SHUT  □^ANNUAL_ OUTPUT  UKELYT0  BE  REDUCED  BY  250mJ0NNES  □ DWINDLING  DEMAND  FROM  HEAVY  INDUSTRIES 


China  plans  to  close  down  25,800  coal  mines  this  year 


By  Jamas  Kyngs  hi  Beijing 

China,  the  world's  largest 
coal  producer,  plans  to  shut 
25.800  coal  mines  this  year 
and  reduce  output  by  250m 
tonnes  as  part  of  continued 
attempts  to  halt  over- 
production and  decrease 
losses  in  one  of  the 
country's  most  troubled 
industries. 


Zhang  Baoming.  director 
of  the  state  bureau  of  coal 
Industry.  said  all 
unauthorised  coal  mines 
across  the  country  would  be 
closed  by  the  end  of  June. 
Most  of  the  planned  25,800 
closures  were  expected  to 
come  from  among  roughly 
75.000  mines  in  township  and 
rural  areas. 

The  closures  were 


expected  to  cause  around 
400.000  redundancies  this 
year,  and  cut  the  industry’s 
losses  by  around  half,  said 
Mr  Zhang.  This  follows  the 
loss  of  870,000  jobs  from 
the  coal  industry  payroll 
over  the  past  five  years. 
China  produced  1.2 bn  tonnes 
of  coal  last  year,  down  by 
130m  tonnes  compared  with 
1997. 


The  decline  In  coal  output 
reflects  the  dwindling 
requirements  from  heavy 
industry,  especially  the 
blighted  state-owned  sector. 
It  also  calls  into  question 
China's  official  economic 
growth  statistics,  which 
claim  that  industrial 
production  climbed  by  8.8 
per  cent  last  year.  This 
seems  improbable,  given 


that  coal  is  supposed  to 
supply  75  per  cent  of  the 
nation's  energy  needs. 

The  official  Chinese  media 
said  that  80.8  per  cent  of  the 
country’s  main  state  coal 
mines  were  losing  money 
and  idle  capacity  at  these 
mines  had  reached  90m 
tonnes. 

The  decision  to  restructure 
the  coal  industry  is  part  of  a 


recently  approved,  long- 
term plan  for  energy 
development,  which  stresses 
the  vigorous  expansion  of 
oil,  gas  and  nuclear  power 
sources  and  increased 
emphasis  on  renewable 
energy  from  solar,  wind, 
geothermal  and  tidal 
sources. 

The  government  also  plans 
to  offer  preferential  loan  and 


Tee  exemption  policies  to 
accelerate  the  development 
of  coal  gas,  a key  new 
energy  source  which 
pollutes  less  than  coal 
combustion  and  which  has 
attracted  a significant  level 
of  foreign  investment 
interest.  Coal  fields  in  north, 
north-east  and  south  China 
have  estimated  recoverable 
coal  gas  deposits  of  3.5bn 


cubic  meters,  according  to 
official  estimates. 

The  government  energy 
development  plan  also 
envisages  an  increase  in  coal 
exports  in  tandem  with  ttouk 
improved  quality  of  co2Vl^ 
mined.  This  year.  Mr  Zhang  i 
said,  coal  exports  were 
expected  to  reach  40m 
tonnes,  compared  with  32m 
tonnes  last  year. 
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ELECTRONIC  WARFARE  - AIRBORNE  RADARS 

MISSILE  ELECTRONICS 


Birth  of  the  number  one  in  Europe 
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The  Enterprise  Storage  Company 
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To  capture  48 % of  the  world's  mainframe  storage  market , you  have  to  provide  businesses  with  a 
clear , competitive  edge . By  consolidating  information  and  making  it  available  to  all,  regardless  of 
the  computers  in  use , EMC  Enterprise  Storage " provides  strategic  advantages  that  help  the  world's 
leading  companies  protect , manage,  and  share  their  mission-critical  information  to  meet  their  most 
aggressive  goals . To  put  The  EMC  Effect ” to  work  for  you , reacA  us  af  www.EMC.com/half  or  01737  835  122. 


EMC’  AND  EMC  ARE 


REGISTERED  TRADEMARKS.  EMC  ENTERPRISE  STORAGE.  THE  ENTERPRISE  STORAGE  COMPANY,  AND  THE  EMC  EFFECT  ARE  TRADEMARKS  OF  EMC  CORPORATION.  ©1990  £MC  CORPORATION  All  RIGHTS  RESERVED 
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Nigerian 

poll 

triumph 
for  PDP 


Line  blurred  between  XJN 


and  national  intelligence 


Claims  the  US  used  Unseom  as  a cover  for  spying  in  Iraq  raise 
issues  over  activities  conducted  on  behalf  of  Security  Council 


By  WOIten  Wallis  in  Lagos 


The  People's  Democratic 
party  (PDP),  a broad  coali- 
tion  of  politicians  from 
across  Nigeria,  confirmed  its 
position  as  the  leading  party 
in  the  transition  to  democ- 
racy by  winning  more  than 
half  of  the  gubernatorial 
posts  in  weekend  state  elec- 
tions. 

PDP  candidates  won  18  out 
of  33  states  where  results 
were  declared.  With  only 
three  of  the  total  36  states 
yet  to  report,  voting  patterns 
were  similar  to  last  month's 
local  government  elections 
in  which  the  party  won  over- 
all victory  but  (bred  badly  in 
the  restive  south-west. 

The  PDP  includes  promi- 
nent personalities  who  came 
together  to  oppose  the  late 
military  dictator,  Sant  Aba- 
cha.  in  the  months  before  his 
death  last  June.  But  the  two 
other  parties  qualified  to  run 
claim  it  is  being  supported 
by  powerful  members  of  the 
military  with  an  interest  in 
preserving  the  status  quo. 

The  Alliance  for  Democ- 
racy (AD),  a party  domi- 
nated by  the  Yoruba  ethnic 
group,  again  swept  the  board 
in  its  south-west  stronghold, 
winning  in  six  states.  The 
All  People's  party,  another 
broad  national  coalition, 
which  has  Conned  an  elec- 
toral pact  with  AD  for  forth- , 
coming  presidential  polls, 
made  inroads  into  northern 
Nigeria  and  won  at  least 
nine  states. 

The  elections  on  Saturday 
were  the  penultimate  step  in 
a transition  to  democracy 
which  ends  next  month  in 
parliamentary  and  presiden-  i 
tial  polls  and  should  see  a 
civilian  government  in  place 
hy  the  end  of  May.  Voters 
are  enthusiastic  about  the 
process,  which  promises  to 
end  15  years  of  military'rule. 

All  three  parties  have 
traded  accusations  of  plans 
to  rig  the  polls.  But  reports 
indicated  only  isolated  Inci- 
dents of  violence,  prompting 
observers  to  commend 
improvements  in  organisa- 
tion. 


By  Metro!  LiWefchna 
at  the  United  Nations  and 
Stephen  FkUer  In  Washington 


Controversial  reports  that 
the  US  used  United  Nations 
weapons  inspectors  as  a 
cover  for  spying  in  Iraq  have 
further  dimmed  the  remote 
prospect  that  the  inspectors 
will  return  to  the  country, 
according  to  UN  and  US  offi- 
cials. 

The  controversy  also 
appears  likely,  on  the  face  of 
it,  to  Increase  suspicions 
over  future  multinational 
efforts  under  UN  auspices. 
Yet,  so  far  at  least,  the 
reports  have  provoked  only 
a muted  response  from  other 
members  of  the  UN  Security 
Council,  which  has  not  dis- 
cussed the  issue. 

One  senior  UN  official  said 
this  could  be  because  Coun- 
cil members,  far  from  being 
deceived  bystanders,  may 
have  turned  a blind  eye  to 
the  US  role  in  Iraq. 


The  Council  gave  in  1991 
the  inspectors  of  the  UN  Spe- 
cial Commission  in  Iraq 
(Unseom)  the  mandate  to 
dismantle  or  destroy  Bagh- 
dad's weapons  of  mass 
destruction.  Unseom.  which 
was  expected  to  finish  its  job 
quickly  and  disband,  was 
unique  within  the  UN  sys- 
tem as  tt  reported  directly  to 
the  Security  Council,  not  to 

the  secretary-general. 

Unseom  used  national 
intelligence  services  to  an 
“unparalleled'’  extent,  a 
senior  UN  official  acknowl- 
edged > but  not  necessarily 
improperly.  He  added  that 
UN  peacekeeping  operations, 
including  that  in  Bosnia, 
were  probably  infiltrated  by 
national  intelligence  agen- 
cies. 

“Is  that  abuse?”  the  offi- 
cial said.  “Yes,  but  these  are 
the  facts  of  life.” 

According  to  a former  field 
official,  senior  military  offi- 
cers seconded  by  govern- 


ments for  peacekeeping 
operations  might  not  be 
spies  but  routinely  report  to 
their  national  defence  minis- 
tries, sometimes  before  Kofi 
Annan,  UN  secretary- 
general.  hears  from  them. 

UN  officials  say  the  nature 
of  Unseom  meant  that  intel- 
ligence skills  were  needed, 
and  had  to  be  Imported  from 
member  governments  given 
that  the  UN  had  no  intelli- 
gence capabilities  of  Its 
own. 

The  UN  does  not  vet  staff 
provided  by  member  govern- 
ments that  are  involved  in 
its  operations.  Over  time,  for 
a variety  of  reasons,  Unseom 
grew  to  depend  Increasingly 
on  US  support. 

A U2  spy  aircraft  manned 
by  Americans  has  been  Hy- 
ing over  Iraq  for  years  with- 
out complaint,  except  from 
Baghdad.  Its  films  go  to 
Washington  for  interpreta- 
tion, as  well  as  being  scru- 
tinised by  the  UN.  US  offi- 


Kazakh  president  set 
to  win  fresh  mandate 


By  Cartotta  6aU  bi  Almaty 


President  Nursultan  Nazar- 
bayev looked  set  to  win  a 
fresh  seven-year  term  in 
Kazakhstan's  presidential 
election  yesterday.  But  his 
almost  certain  success  was 
marred  by  the  absence  of 
foreign  observers  who  have 
declined  to  monitor  the  elec- 
tions after  serious  violations 
In  the  run-up  to  the  poll. 

There  was  a holiday  atmo- 
sphere at  polling  stations 
around  the  business  capital, 
Almaty,  with  loudspeakers 
blasting  loud  music  and 
schoolchildren  dancing. 
Election  officials  reported  a 
high  turnout,  with  some  78 
per  cent  of  the  electorate 
said  to  have  voted  by  early 
evening. 

Most  people  Interviewed 
said  they  had  voted  for  the 


incumbent.  A small  minority 
said  they  had  voted  for  his 
nearest  rival,  Gani  Kasymov, 
head  of  the  state  customs 
committee  and  the  only 
other  candidate  who  has 
won  any  attention. 

The  president  was  in  confi- 
dent mood  and  called  the 
day  a historic  one.  “the  first 
time  that  the  people  of  Kaz- 
akhstan win  elect  a presi- 
dent in . . . free  and  honest 
elections". 

But  the  Organisation  for 
Security  and  Co-operation  in 
Europe  said  that  events  lead- 
ing up  to  the  election  were 
so  marred  by  unfairness 
that  there  was  little 
point  in  observing  the  actual 
voting. 

OSCE  member  states  have 
all  refrained  from  sending 
official  observers,  and  the 
small  team  of  OSCE  officials 


in  Kazakhstan  refused  to  do 
any  monitoring. 

“Events  before  the  election 
contradict  the  commitments 
Kazakhstan  made  to  be  a 
participating  member  of  the 
OSCE,"  said  Vladimir  Shkol- 
nikov. deputy  head  of  the 
OSCE  mission 

Mr  Shkolnikov  said  the 
main  criticisms  were  the 
sudden  calling  of  elections 
that  gave  opponents  no  time 
to  organise,  the  exclusion  of 
two  candidates  from  the 
race,  and  the  sharp  imbal- 
ance of  media  coverage  In 
favour  of  the  president . 

It  was  the  first  time  the 
OSCE  had  refused  to  observe 
national  presidential  elec- 
tions of  a member  state,  Mr 
Shkolnikov  said.  "It  is  a sig- 
nal,” he  said.  “It  will  be  up 
to  the  member  states  to  con- 
sider further  action.” 
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dais  have  taken  the  position 
pub  tidy  that  US  intelligence 
was  deployed  for  Unscom’s 
purposes  only. 

And  while  Washington 
mqy  have  made  use  of  the 
information  that  emerged  - 
s&  undoubtedly  did  other 
supporting  governments  - 
Unseom  was  not  a dupe  for 
freelance  TJS  intelligence 
operations. , 

' The  officials  also  say  that 
Iraq  uses  troops  from  the 
Republican  Guard  both  to 
protect  and  hide  Iraq’s  weap- 
ons of  mass  destruction  pro- 
gramme - and  to  guard  Sad- 
dam Hussein,  the  Iraqi 
leader. 

Learning  about  the  weap- 
ons programme  thus  also 
yielded  information  about 
the  methods  used  to  protect 
the  Iraqi  leader,  whose 
unseating  has  become  a US 
objective  not  shared  hy  the 
UN. 

Richard  Butler,  the 
Unseom  head,  again  denied 
vehemently  on  Friday  that 
his  disarmament  commis- 
sion was  “ever  under  the 


Kofi  Annan:  ‘sometimes  hears  reports  governments’  Reuters 


control  of  the  US  or  any 
Other  supporting  govern- 
ment". 

The  fixture  of  his  organisa- 
tion is  likely  to  he  discussed 
at  a meeting  of  the  full  23-na- 
tion disarmament  commis- 
sion this  month  — although 
Iraqi  opposition  to  weapons 
inspectors  may  make  that 
debate  academic 


However,  the  spying  con- 
troversy that  now  surrounds 
it  may  simply  have  empha- 
sised what  is  already  widely 
understood  at  the  Security 
Council:  that  there  is  no 
sharp  line  between  intelli- 
gence gathered  to  further 
UN  objectives  and  that  used 
by  national  governments  for 
their  own  purposes. 


Cuba  attacks  moves  by 


US  to  modify  sanctions 


By  Pascal  Hetcber  bi  Havana 


Cuba's  leaders  have 
criticised  US  moves,  to  mod- 
ify some  economic  sanctions 
against  the  island,  dismiss- 
ing thpm  as  “crumbs”  whose 
real  intention  was  to  under- 
mine communist  rule. 

The  scathing  Cuban’ 
response  to  the  measures, 
announced  by  President  B01 
Clinton  last  week,  indicated 
that  Fidel  Castro’s  govern- 
ment saw  no.  fundamental 
shift  in  Washington’s  long- 
running  policy  of  trying  to 
force  political  change  in 
Cuba  through  an  economic 
embargo  and  diplomatic 
pressure. 

Mr  Clinton,  who  said  his 
intention  was  to  help  the 
Cuban  people  but  not  the 
government,  authorised  an 
expansion  of  flights  and  cash 


remittances  to  Cuba  from 
the  US,  more  “people-to- 
people"  visits  and  a plan  to 
restore  direct  mail  to  the 
island. 

He  also  proposed  the  sale 
of  US  food  and  agricultural 
supplies  to  non-government 
bodies  in  Cuba,  such  as  reli- 
gious groups  and  the  fledg- 
ling private  sector. 

Jos6  Luis  Rodriguez, 
Cuba's  economy  minister, 
dismissed  the  measures  and 
said  Havana  was  not  in  the 
habit  of  accepting  such 
offers. 

In  a detailed  rebuttal  on 
Friday  night.  Ricardo  Alar- 
c6n,  president  of  the 
National  Assembly,  con- 
demned the  US  announce- 
ment as  a “public  relations 
manoeuvre"  intended  to 
counter  growing  opposition 
to  the  US  embargo. 


Mr  Alarcdn  alleged  in  a 

national  television  broadcast 
that  the  US  measures  sought 
to  promote  “subversion”  and 
“counter-revolution”  in  Cuba 
by  potentially  increasing  US 
funding  and  support  for  anti- 
government  opposition 
groups  and  dissidents. 

Widening  an  earlier  relax- 
ation of  US  sanctions 
announced  by  Mr  Clinton 
last  March,  the  latest  mea- 
sures authorise  any  US  resi- 
dent to  send  limited  funds  to 
Cubans  and  to  independent 
non-government  organisa- 
tions in  Cuba. 

“It’s  a fresh  attempt  to 
attack  us  on  the  political 
and  ideological  fronts,  with- 
out giving  absolutely  any- 
thing away,”  Mr  Alarcdn. 
said,  adding  the  measures 
had  “nothing  to  do  with 
humanitarian  concern”. 


Newspaper. 
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Chilean  jjjif 
election  ^ 
candidate 
pulls  out 


pi* 


By  Marie  MuUIgan  in  Santiago 


The  executive  of  Chile’s 
centre-right  National  Reno- 
vation (RN)  party  is  today 
expected  to  set  a date  for  an 
extraordinary  meeting  fol- 
lowing the  surprise  with- 
drawal  of  its  candidate  for 
December's  presidential  elec- 
tions. 

Sebastian  Piflera  bowed 
out  late  on  Friday,  saying 
“this  Is  not  my  time”.  His 
withdrawal  follows  recent 
opinion  polls  which  show, 
him  with  less  than  5 per  cei»  1 ■ 
support.  He  said  that  -fcflhr 

. ..  -_l.il licfalX1 


..... 


'for- 


feit “obligated  to  lister; 
to  the  voice  of  the 
people". 

If  Mr  Piflera  is  not 
replaced  the  country’s  right- 
wing  Alliance  for  Chile 
grouping  will  be  left  with 
just  one  candidate  in  July's 
primary  vote  among  mem- 
bers of  the  RN  and  the  Inde- 
pendent Democratic  Union 

(UDI). 

Joaquin  Lavtn.  UDI  candi- 
date and  mayor  of  Santiago's 
wealthy  Las  Condes  district.  . . 
will  then  automatically  pro-  n 

ceed  to  the  final  presidential  J ' 
race,  where  he  is  certain  to  * 
meet  Ricardo  Lagos.  Social- 
ist party  candidate  and  the 
pnan  most  likely  to  be  Chile’s  JU1 
next  president.  1 

Recent  polls  show  Mr^ 
Lagos  with  39  per  cent  of  tfcjiw  r > ' ' 
popular  vote  against  Al/'V* 
Lavin’s  30  per  cent.  Mr 
l-agns  is  expected  to  beat  the 
Christian  Democrats'  Andris 
Zaldivar  In  the  July  prima- 
ries to  become  the  governing 
coalition’s  candidate  for  the 

presidency. 

Mr  Piflera’s  withdrawal  is 
the  latest  blow  to  Chile's 
right,  which  has  found  itself 
increasingly  isolated  by  its 
support  for  General  Augusto 
Pinochet,  the  former  dicta- 
tor. who  was  detained  in 
London  last  October  and 
faces  extradition  to  Spain. 

Although  the  RN  tried  to 
distance  itself  from  the  mare 
extreme  views  of  the  UDI  in 
the  Pinochet  case,  the  two 
parties  are  united  on  basic 
issues  such  as  law  and  order 
and  low  taxation.  . - 
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BRITAIN 


LABOUR  PARTY  MANDELSON  COULD  ACT  AS  ROVING  AMBASSADOR  TO  DEVELOP  LINKS  WITH  CENTRE-LEFT  PARTIES 


Blair  plans  Euro  role  for  ex-minister 


By  David  Wghton, 
Political  Correspondent 


Tony  Blair  wants  Peter 
Mandelson,  the  former  trade 
and  industry  secretary,  to 
play  a -key  role  in  govern- 
ment efforts  to  boost 
Britain’s  influence  in  Europe 
and  build  public  support  for 
the  European  Union. 

The  prime  minister's  plan 
would  see  Mr  Mandelson  act- 
ing as  a roving  European 
ambassador,  developing 
links  with  other  centre-left 
parties  and  spreading  a pro- 
European  message. 

The  move  would  renew 
criticism  from  the  opposition 
Conservative  party,  which 
attacked  Mr  Mandelson’s 
involvement  in  talks  with 
German  ministers  on  Friday, 
less  than  two  weeks  after  he 
resigned  as  trade  secretary 
over  his  £373,000  (€530.000, 
$626,000)  loan  from  Geoffrey 
Robinson,  a Treasury  minis- 
ter who  resigned  on  the 
same  day.  But  it  underlines 
Mr  Blair's  confidence  in  Mr 
Mandelson  and  his  determi- 
nation to  bolster  Britain’s 
position  in  Europe  despite 
deciding  not  to  join  the  sin- 
gle currency  in  the  first 


wave. 

Mr  Blair  yesterday  railed 
for  an  “honest  debate”  about 
UK  membership  of  the  euro 
and  pledged  to  go  “over  the 
heads”  of  the  Eurosceptic 
media.  “Even  though  I know 
Fve  got  a lot  to  do  in  con- 
vincing the  country  on  tbi« 
1 it  would  be  the  biggest  fail- 
ure of  leadership  imaginable 
tf  I fan  to  point  out  to  the 
British  people  the  conse- 
quences of  walking  away 
from  Europe  and  leaving 
ourselves  without  influence 
in  it”  he  said  on  BBC  televi- 
sion. 

Mr  Blair’s  comments  arm* 
as  he  sought  to  relaunch  his 
government's  radical  agpnda 
after  the  resignations  of  Mr 
Mandelson,  Mr  Robinson  and 
Charlie  Whelan,  press  secre- 
tary to  the  chancellor. 

Mr  Blair  made  clear  he 
would  not  be  deflected  by 
internal  criticism  of  reforms, 
such  as  closer  co-operation 
with  the  opposition  Liberal 
Democrats.  The  next  two 
weeks  will  see  a number  of 
policy  initiatives,  including 
a white  paper  on  reform  of 
the  House  of  Lords.  This  will 
propose  stripping  the  prime 
minister  of  influence  over 


the  appointment  of  .an  but 
Labour  working  peers. 
Cross-benchers  would  be 
appointed  by  a commission 
composed  of  representatives 
of  the  three  main  parties 


and  four  Independents. 

But  Mr  Blair’s  efforts  to 
focus  on  policy  yesterday 
were  hampered  by  publica- 
tion of  embarrassing  details 
of  the  private  life  of  Robin 


Cook,  the  foreign  secretary, 
by  his  ex-wife. 

In  a book  serialised  in  the 
Sunday  Times  newspaper. 
Margaret  Cook  said  Mr  Cook 
had  confessed  to  six  affairs 


during  their  28-year  mar- 
riage and  claimed  he  har- 
boured deep-seated  hatred 
for  senior  members  of  the 
government. 

Separately.  Mr  Cook  also 
came  under  criticism  from 
Sir  David  Gore-Booth. 
Britain’s  retiring  High 
Commissioner  in  New  Delhi 

But  Mr  Blair  offered 
strong  support  for  Mr  Cook, 
saying:  “I  have  every  confi- 
dence in  the  job  that  Robin 
Cook  does,  he  does  a superb 
job  on  behalf  of  the  gov- 
ernment and  the  country.” 

In  the  BBC  interview,  Mr 
Blair  also  paid  tribute  to  Mr 
Mandelson’s  ability  and 
declined  to  rule  out  his 
returning  to  the  cabinet 
before  the  next  election. 

Mr  Blair  defended  Mr 
Mandelson’s  presence  as  a 
party  representative  at  last 
Friday’s  meeting  with  Bodo 
Hcmhach.  the  German  chan- 
cellery minister.  But  William 
Hague,  the  Conservative 
party  leader,  accused  Mr 
Mandelson  of  trying  to 
“worm  bis  way  back”. 

Downing  Street  last  night 
said  there  was  no  agreement 
for  Mr  Mandelson  to  take  on 
an  expanded  European  role. 
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Pay  deals  remain  stable 
despite  easing  of  inflation 


Robert  Chote, 
Economics  Editor 


UK  retailers  'losing  out’ 
to  rivals  pricing  in  euros 


Pay  settlements  have 
remained  broadly  stable  over 
the  past  six  months,  even  as 
the  rate  of  inflation  has 
edged  down,  according  to  a 
leading  pay  research  group. 

Incomes  Data  Services 
reports  today  in  its  latest 
analysis  that  3 per  cent 
remained  the  floor  for  pay 
settlements  at  the  turn  of 
the  year.  Four-fifths  of  new 
settlements  fell  between  3 
per  cent  and  4.5  per  cent. 

Over  the  past  six  months, 
settlements  have  been  stable 
while  the  headline  rate  of 
price  increases  has  slowed 
from  4J2  per  cent  in  the  year 
to  May  to  3 per  cent  in  the 
. year  to  November.  Most  pay 

# 


settlements  were  running  at 
least  half  a percentage  point 
above  inflation  by  the  last 
quarter  of  1998. 

But  IDS  added  that  down- 
ward pressure  on  pay  settle- 
ments was  intensifying,  with 
inflation  expected  to  con- 
tinue falling  and  fears  of 
recession  growing 

Industrial  production  data 
for  November  are  due  today. 
Some  analysts  expect  them 
to  foreshadow  a fourth- 
quarter  drop  in  whole  econ- 
omy output.  The  National 
Institute  of  Economic  and 
Soda!  Research  wOl  publish 
its  provisional  estimate  of 
fourth-quarter  growth  today, 
incorporating  the  industrial 
production  data. 

The  economic  slowdown 
has  not  yet  put  a noticeably 


severe  squeeze  oo  pay,  with 
few  pay  freezes  or  pauses 
recorded.  At  the  extremes  of 
the  pay  settlement  distribu- 
tion there  were  more  deals 
above  4.5  per  cent  than 
below  3 per  cent 

The  Bank  of  England  will 
be  playing  close  attention  to 
pay  settlements,  with  the 
official  average  earnings 
data  still  suspended  pending 
investigation  of  revisions 
undertaken  last  year. 

The  Bank’s  monetary  pol- 
icy committee  Indicated, 
when  cutting  rates  by  a fur- 
ther quarter  point  this 
month,  that  the  labour  mar- 
ket may  have  reached  a 
turning  point  Another  rise 
in  unemployment  in  Decem- 
ber is  expected  to  be 
announced  this  week. 


By  Shefla  Jones  in  London 

UK  retailers  risk  losing  sales 
to  competitors  in  mainland 
Europe  unless  they  act  now 
to  match  the  pricing  strat- 
egies of  European  Union 
businesses  already  operating 
in  the  euro  trading  bloc, 
according  to  research  by 
Kurt  Salmon  Associates,  the 
retail  consultancy. 

Its  research  into  branded 
clothing  Indicates  that  price 
transparency  and  other  fact- 
ors are  likely  to  push  down 
prices  in  Europe  and  erode 
cross-border  differentials. 

Nick  Garratt,  analyst  at 
Kurt  Salmon,  said  operators 
in  the  11  EU  countries 
already  signed  up  to  the 
euro  were  being  forced  to 
review  pricing  strategies  and 


compete  more  effectively, 
particularly  among  branded 
goods  where  direct  price 
comparisons  could  be  made. 

But  there  was  no  such 
pressure  on  UK  clothing 
retailers,  which  were  likely 
to  lose  export  sales.  Busi- 
nesses focused  on  the  home 
market  were  most  at  risk, 
because  they  felt  no  particu- 
lar need  to  review  pricing. 

“If  you  are  a UK  retailer 
with  99  per  cent  of  your 
sales  at  home,  then  it  does 
not  seem  such  a big  deal,” 
said  Mr  Garratt  “But  if  you 
look  at  companies  like  Corte- 
fiel  in  Spain,  which  has 
increased  its  exports  to 
Europe  from  3 per  cent  to  20 
per  cent  of  sales  in  the  past 
two  years,  then  it  is  serious. 

“The  guys  on  mainland 


Europe  are  looking  at  these 
things  and  reacting."  he 
said.  “It  is  going  to  be  very 
difficult  to  penetrate  Euro-, 
pean  markets  unless  you  are 
really  gearing  up  for  Euro- 
pean competition."  Aggres- 
sive pricing  by  suppliers  in 
mainland  Europe  could  also 
eat  into  the  UK  market. 

Price  transparency  across 
Europe  would  increase  as 
retailers  moved  into  areas 
such  as  electronic  sales. 

“Gap  [the  clothing  chain], 
for  example,  has  invested 
heavily  in  its  web  site, 
which  currently  sells  only 
into  the  US,"  Mr  Garratt 
said.  “Their  current  strategy 
of  common  pricing  across 
Europe  will  allow  them  to 
sell  online  to  Europe  once 
the  logistics  are  in  place." 


NEWS  DIGEST 

MILLENNIUM  _ 

Festivities  may  provide 
£200m  boost  for  economy 

Millennium  festivities  will  see  consumers  in  the  UK  spend 
2200m  f£283m,  $33 6m)  more  than  they  would  in  a normal 
New  Year  holiday,  celebrating  at  home  and  in  pubs,  clubs, 
hotels  and  restaurants,  according  to  an  Independent  fore- 
casting group. 

The  millennium  dome  in  south-east  London  and  other 
projects  will  be  worth  a further  El  .2 bn  in  spending  this 
year,  a rise  of  £450m  on  the  1998  figure,  according  to  the 
Centre  for  Economics  and  Business  Research. 

Spending  on  the  millennium  bomb  computer  problem 
and  precautionary  stockpiling  of  food  and  other  items  are 
also  likely  to  boost  economic  activity  this  year.  The  centre 
estimates  millennium-related  spending  will  increase  eco- 
nomic growth  overall  this  year  by  02.  per  cent. 

Angus  McCrone,  co-author  of  the  report,  argues  that  this 
“could  even  make  the  difference  between  low  growth  and 
technical  recession".  But  the  figure  is  small  in  comparison 
with  average  measurement  errors  In  the  national  accounts. 
Robert  Chote,  London 


ENGINEERING 

Project  to  tackle  skills  shortage 

A new  research  project  aims  to  get  to  grips  with  skills 
shortages  in  the  engineering  industry  by  studying  employ- 
ment practices. 

The  Engineering  and  Marine  Training  Authority,  a private 
sector  body  that  devises  training  programmes,  has  teamed 
up  with  the  Institute  for  Employment  Research  at  Warwick 
University  to  devise  a computerised  model  that  will  fore- 
cast employment  trends. 

Results  will  be  collated  with  other  research  by  the 
groups  that  will  track  employment  practices  in  five  areas 
of  the  engineering  sector.  These  are:  electronics,  mechani- 
cal engineering,  metal  foundries,  vehicle  parts  and  white 
goods. 

The  £750,000  programme  is  being  backed  by  the  Euro- 
pean Commission. 

UK  engineering  employs  1 .7m  people,  nearly  half  the 
manufacturing  workforce.  A long-term  problem  has  been 
attracting  and  retaining  skilled  staff  in  areas  such  as  aero- 
space and  semiconductor  design.  Peter  Marsh,  London 


PARLIAMENTARY  STANDARDS 


Former  PM  denies  lapse 

Sir  Edward  Heath,  the  Conservative  former  prime  minister, 
yesterday  denied  breaching  Commons  rules  by  failing  to 
register  a number  of  companies  for  which  he  acts  as  a 
paid  adviser. 

Sir  Edward  said  he  did  not  need  to  declare  them  since 
he  did  not  act  for  the  companies  in  his  capacity  as  an  MP. 
He  said  the  arrangements  had  been  cleared  In  1996  by  Sir 
Gordon  Downey,  the  then  parliamentary  standards  com- 
missioner. 

The  rules  state  that  MPs  should  register  any  pecuniary 
interest  that  “might  reasonably  be  thought  by  others"  to 
influence  their  actions  In  parliament. 

Sir  Edward  confirmed  he  was  a paid  adviser  to  the 
China  Ocean  Shipping  Company  and  to  Dresdner  Klein- 
wort  Benson's  China  fund.  David  Wighton,  London 


J“JeRE  IT  IS  - THE  NEW  NAME  FOR  TWO  STRONG  PARTNERS. 

Together,  with  our  common  strengths,  we'll  be  able  to  reach 

THE  HIGHEST  GOALS.  WATCH  OUT  DAX,  HERE  COMES 


i 


Specialty  chemicals  now  have  a new  spelling: 
Degussa-Huls  AG.  The  company  will  have 
•46,000  employees  and  will  start  with  sales 
of  more  than  DM  20  billion.  Degussa-Huls  - 
an  attractive  new  international  company 
with  high  growth  potential  based  on  the 
combined  strengths  of  two  established  firms. 
Degussa-Huls  — the  latest  word  for  more 
expertise,  more  commitment,  more  innovation- 
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FINANCIAL  TIMES 


MONDAY  JANUARY  11  1909 


INSIDE'S TRACK 


PROFILE  CEES  VAN  LEDE,  CHAIRMAN  AND  CHIEF  EXECUTIVE,  AKZO  NOBEL 


Playing  the  Dutch  uncle 


Gordon  Cramb  meets  the  plain-speaking  boss 
of  one  of  Europe's  leading  chemicals  groups, 
who  believes  diversity  is  the  key  to  success 


Across  two  walls  of  Cees 
ran  Lede’s  small  study 
runs  a shelf  of  miniature 
gabled  townhouses  in  blue  and 
white  china.  They  are  filled  with 
Dutch  gin.  and  win  tie  familiar  to 
many  as  souvenirs  from  flights 
on  KLM.  But  this  is  the  complete 
set.  It  attests  to  the  time  the 
chairman  of  Akzo  Nobet  one  of 
Europe's  leading  chemicals 
groups,  has  spent  on  the  move. 

His  home  in  Hilversuxn  Is  no 
canalside  monument  but  a mid- 
1980s  Danish  prefab,  erected  at 
the  time  he  ran  the  Netherlands' 
federation  of  employers.  Across 
the  table  at  negotiating  sessions 
then  was  Wim  Kok,  the  trade 
union  leader  who  went  on  to 
become  prime  minister. 

That  period  followed  a turning 
point  for  the  Dutch,  when  reces- 
sion brought  home  the  reality 
that  the  country  had  misspent  its 
North  Sea  oil  and  gas  income. 
The  unions  agreed  a deal  to 
reduce  unemployment  by  moder- 
ating wage  demands  and  accept- 
ing social  security  reforms. 

“People  became  much  more 
open  with  each  other,  and  more 
businesslike,”  says  Mr  van  Lede, 
who  at  56  is  a senior  figure  In 
national  economic  life  as  chair- 
man of  the  supervisory  board  of 
the  central  bank. 

These  days  he  worries  about 


the  consequences  or  that  drive  to 
reform  state  finances,  which  was 
given  added  Impetus  by  Euro- 
pean monetary  union.  “We  had  to 
reduce  the  government  deficit, 
and  we  have  done  that  at  the 
expense  of  investment." 

As  areas  needing  attention  he 
identifies  not  only  physical  Infra- 
structure but  also  education. 

How  does  be  get  on  with  The 
Hague  now?  “Pine,  all  right, 
good.  If  I need  anyone,  I get 
them.  But  I feel  very  comfortable 
at  a 100-mile  distance.”  He  keeps 
ministers  informed,  and  ensures 
he  knows  the  current  generation 
of  union  leaders.  “I  hate  the 
word,  but  it's  part  of  the  'net- 
work' you  should  have." 

Mr  van  Lede  studied  physics 
and  mathematics  at  Leiden  Uni- 
versity for  two  years  before 
switching  to  law.  He  admits  to 
occasional  bafflement  when 
Akzc’s  chemists  talk  to  him.  But 
he  makes  a stab  at  other  disci- 
plines. On  another  shelf  in  his 
study  are  books  in  Swedish, 
which  he  learned  after  his  group 
took  over  Nobel  Industries  in 
1993.  But  the  use  of  English  for 
business  meetings  will  reassure 
employees  of  Courtaulds.  the  UK 
group  for  which  this  year  he  paid 
£ld83bn. 

Akzo,  one  of  the  top  five 
Amsterdam  quoted  companies, 


has  a non-Dutch  feel  even  in  its 
domestic  market,  he  says.  “We 
had  Germans  and  Americans  on 
our  board  before  similar  compa- 
nies here  dreamed  of  it.” 

And  in  comparison  with  multi- 
nationals elsewhere,  he  main- 
tains:  “Whereas  big  companies 
from  big  nations  have  a tendency 
to  prescribe  a certain  style,  a cer- 
tain approach,  we  tend  to  be  a 
mixture  or  everything.  Let's  use 
the  diversity,  let's  not  kill  it.” 

That  diversity  meaqg.  Gordon 
Campbell,  Courtaulds'  former 


‘Whereas  big 
companies  tend  to 
prescribe  a certain 
style,  we  tend  to 
be  a mixture’ 


chief  executive,  earns  more  from 
bis  Akzo  board  seat  than  does  his 
new  chairman.  Mr  van  Lede 
responds  to  this  in  two  ways. 

In  the  first  place,  he  argues 
that  “if  you  want  to  have  an 
international  board,  you  have  to 
have  compensation  packages 
which  are  competitive.  I think 
Dutch  international  business  has 
been  extremely  successful  over 
the  past  10  to  15  years  but,  now 
there  is  an  international  refer- 
ence package,  we  cannot  isolate 
ourselves  and  say.  sorry,  it 


Essential  Guide  to  Cees  van  Lede 


Bom:  Wassenaar,  Netherlands. 
November  21  1942.  Son  of  a gin 
distiller,  reared  as  a Roman 
Catholic,  married  to  a Protestant 
noblewoman  but  no  problems 
heading  company  which 
produces  oral  contraceptives. 
Gained  law  degree  from  nearby 
Leiden  University  in  1966  and 
MBA  from  Insead  in  Fontainbleau 
the  following  year. 

Career:  Stuck  it  with  Royal 
Dutch/Shell  for  two  years  before 
joining  management  consultants 
McKinsey,  which  brought  him 
postings  to  US,  Belgium,  France 
and  Brazil.  Back  home  to  run 
Koninkfijke  Nedertiorst  Bouw,  a 
construction  company,  he  agreed 


its  takeover  by  the  larger 
Holland  se  Beton'  Groep. 

Chaired  the  VNO,  main  Dutch 
industry  federation,  from 
1984-91.  Rom  batch  of  job 
offers  chose  board  seat  at  Akzo, 
which  allowed  him  also  to  be 
vice-chairman  of  Unice, 

European  employers’  grouping, 
until  1994.  That  year  assumed 
top  job  at  Akzo,  which  had  just 
acquired  Sweden's  NobeL 
Outside  interests:  Chairman  of 
supervisory  board  of  Dutch 
central  bank.  Other  paid 
non-executive  function,  at  stores 
group  KBB,  ended  after  takeover 
by  rival  Vendex.  After  10  years 
also  giving  up  a board  seat  at 


Concertgebouw,  Amsterdam's 
temple  to  classical  music. 

Can  stay  at  Akzo:  Until  2004, 
though  "the  shareholders  seem 
to  have  a say  in  those  matters”. 
Lifting  a voting  restriction  won 
his  group  a place  among  most 
improved  companies  in  a 
corporate  governance  survey  by 
Dutch  shareholders’  association. 
Appearance:  Rangy,  craggy. 
Runs,  plays  squash  and  tennis. 
Politics:  "I  have  no  party 
affiliation." 

Problems:  World  economy  this 
year,  for  what  is  still  a cyclical 
business.  DfsBkes  the 
uncertainty.  "It  is  much  better  if 
you  know  it  is  going  down.” 


doesn't  exist  in  this  country.” 

But  If  that  sounds  like  an  argu- 
ment for  paying  himself  more,  he 
gestures  to  what  is  a comfortable 
rather  than  an  opulent  home  and 
says:  "I'm  not  a really  poor  man. 
You  can  look  around  hare.?  . 

Akzo  remains  Dutch  in  being 
consensus-minded.  If-  there  wane 
to  be  substantial  redundancies, 
within  the  domestic  workforce, 
not  only  the  unions  but  The 
Hague  would  be  warned.  Armed 
with  a thimbleful  of  jeneuer  - 
drawn  from  a bottle  rather  than 
from  the  airline  keepsakes  - Mr 
van  Lede  returns  to  talking  about 

the  company. 

He  is  known  as  a plain  speaker 
and  regards  this  frankness  as  an 
Important  management  virtue. 
He  has  complained  that  the 
group,  acquisitions  aside,  has  not 
grown  in  recent  years.  And  he 
has  put  Akzo,  which  had  1998 
sales  of  some  F127.7bn  (£8_9bnj. 
into  perspective  by  describing  it 
as  a world  leader  in  coatings  - 
but  a medium  niche  specialist  in 
chemicals,  and  with  a high- 
performance  but  small  pharma- 
ceuticals operation. 

The  Courtaulds  deal  has  at 
least  two  questionable  aspects:  a 
bigger  exposure  In  the  short  term 
to  the  struggling  world  fibres  sec- 
tor, and  a greater  reliance  on 
emerging  markets  in  paint.  - 

“I  am  very  positive  on  Asia  - 
the  fundamentals  have  not 
changed,”  he  responds.  “For  .coat- 
ings, volume-wise  there  is  little 
growth  in  the  west.  Emerging 
countries  have  enormous  poten- 
tial, both  in  volume  and  quality 
which  Is  very  low."  He  is  briefly 
wistful  about  the  Russian  paint 
market:  “A  lot  of  business  has 
dried  up.  Margins  were  very 
good.” 

Akzo  is  now  the  world's  biggest 
paint  company,  ahead  of  ICL 
With  Courtaulds  it  has  also  been 
able  to  create  the  largest  dedi- 
cated producer  of  fibres,  from 
this  mouth  being  run  as  a sepa- 
rate operation  called  Acordis. 
Fibre  margins  for  Akzo,  at  barely 
2 per  cent  of  sales  before  the 
takeover,  were  not  covering  the 
cost  of  capital  and  were  a frac- 
tion of  what  was  being  achieved 
in  its  pharmaceuticals  business. 

For  the  group  as  a whole,  the 
third-quarter  return  on  sales  was 
squeezed  down  to  10-2  per  cent 
from  11.5  per  cent  just  because  of 
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the  impact  of  the  extra  Involve- 
ment in  fibres.  And  Akzo  shares 
ended  last  year  barely  changed. 
Acordis  will  be  spun  off  late  this 
year  to  shareholders,  with  a sepa- 
rate listing  in  Amsterdam. 

That  was  the  upshot  of  his  1997 
decision  to  make  each  business 
group  accountable  for  its  own 
capital  needs..  “You  shouldn't  be 
in  a situation  where  you  have  a 
rich  ancle.  You  should  have  a 
Dutch  uncle,  so  to  speak”  - 
admonitory  rather  than  indul- 
gent. Mr  van  Lede  has  wagged  a 


finger  at  Afczo’s  operations  in 
bulk  chemicals  as  well. 

“We  had  a very  clear  message 
to  chemicals,  which  was  ‘deliver 
the  goods’-  We  said  OK,  well  give 
you  the  investment,  now  give  us 
a return.  And  on  the  whole  they 
have  done  well." 

Amid  a renewed  merger  wave 
In  the  European  chemicals  indus- 
try, is  Akzo  on  the  sidelines  until 
Acordis  Is  out  of  the  door  and  the 
remainder  of  Courtaulds  inte- 
grated? “That  is  not  unreason- 
able to  assume  because  we  have 


to  beef  up  Dur  balance  sheet 
again.  And  first  we  have  to  show 
something.” 

Mr  van  Lede  also  questions  the 
value  of  some  of  those  deals.  In 
the  US,  specialty  chemicals  com- 
panies are  heading  either 
towards  life  sciences  or  petro- 
chemicals. and  in  a fairly  focused 
way.  But  “in  Europe  the  pattern 
seems  to  be  dictated  by  size  at 
the  moment.  Whether  that  is  a 
good  formula  remains  to  be  seen. 
I have  my  doubts.  You  can’t  just 
cut  and  paste  together". 
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To  dace,  we've  Invested  in  enough  cable  to 
encircle  the  globe  eleven  times. 

But  the  need  for  high-quality  communication 
links  is  growing  every  day. 

We  have  the  planning  and  resources  not  only 
to  meet  that  need,  but  to  get  ahead  of  it 
So  we  can  give  our  customers  the  best 
service  possible  today.  And  tomorrow. 

It  s for  reasons  like  this  that  we  created 
Cable  & Wireless  Global  Businesses. 

A genuine  response  to  our  customers’  needs, 
it  means  we  can  deliver  the  world-wide  reach 
they  demand  and  guarantee  network  reliability. 
Cable  & Wireless  is  one  of  the  world's  largest 
carriers  of  international  traffic. 

Wewan'“  '“d  *<=  world  in  Integrated 
communications. 

tf  anyone  car  do  it  Cable  & Wireless 
And  will. 
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it  can. 


F°P  m0re  infernwtfon  Please  call; 

+*WI7\  315  6196 

w«w.cablevnreless.com 
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BUSINESS  EDUCATION  HUNGARY 


INSIDE  TRACK 


Soros  backing 
bridges  the 
east-west  gap 


The  financier  has  helped  create  a catalyst 
for  new  business  leaders  in  the  former 
communist  states,  writes  Kester  Eddy 


When  Budapest’s 
I International  Man- 
agement Centre 
opened  its  doors  to  the  first 
students  in  1988,  it  may  have 
seemed  a little  pretentious: 
the  first  MBA  intake  of  25  at 
the  grandly-named  school 
were  all  domestic  Hungar- 
ians. 

Ten  years  on.  things  have 
changed.  Of  41  full-time 
MBA  students  joining  this 
autumn.  37  come  from  14 
nations  ranging  from  Mongo- 
lia to  Georgia  and  Poland  to 
the  US.  But  that’s  no  bad 
thing,  says  the  IMC  chair- 
man and  mafn  benefactor, 
US  financier  George  Soros. 

The  Hungarian-born  Mr 
Soros,  who  in  his  youth 
experienced  both  Nazi  and 
Soviet-backed  regimes,  was 
convinced  from  the  begin- 
ning that  the  school  could  be 
a catalyst  for  the  region’s 
new  business  leaders, 
enabling  them  to  escape  the. 
limitations  of  their  national 
markets  in  both  the  business 
and  political  sense. 

So  in  1990,  in  a form  of 
business  education  Marshall 
aid  package,  Mir  Soros  began 
awarding  25  scholarships 
annually  to  students  from 
the  former  communist 
nations. 

The  ethnic  make-up  of  the 
courses  was  transformed  at 
a stroke.  While  others,  such 
as  the  Canadian  govern- 
ment. have  certainly  chipped 
in  with  funds  for  the  school, 
Mr  Soros  is  practising  the 
art  of  understatement  when 
be  says:  “Partly,  the  scholar- 
ships have  made  this  a genu- 
inely regional  centre.** 

His  quest  “to  broaden  hori- 
zons" is  already  bearing 
fruit  among  the  IMC’s  350 
alumni,  many  of  whom 
already  occupy  responsible 
positions  in  industry,  com- 
merce and  government 


throughout  the  region.  Ten 
years  down  the  road,  stu- 
dents from  around  the 
region  are  clamouring  for 
places  at  the  school  - appli- 
cations outnumber  places 
seven  to  one.  But  it  was  not 
always  so. 

“When  we  started,  nobody 
thought  the  MBA  was  a hfg 
deal.  In  fact,  nobody  in  the 
region,  including  senior 
management,  recognised  it," 
says  An  dr  as  Nemesl&ki, 
director  of  the  MBA  pro- 
gramme. 

To  complicate  matters,  the 
school  had  to  be  founded  as 
a limited  company  in  order 
to  avoid  control  by  the  min- 
istry of  education:  commu- 
nism may  have  been  in  its 
death  throes,  but  it  then  still 
seemed  very  much  alive. 

Yet  within  three  years, 
MBA  was  a buzzword,  sec- 
ond only  in  popularity  to 
"democracy"  among  high- 
flying students  in  the  region. 

TO  differentiate  itself  from 
a growing  number  of  schools 
in  the  post-communist  world 
offering  MBA  courses  - 
Including  some  of-  question- 
able value  - the  Budapest 
school  was  determined  to 
build  on  its  unique  position. 

For  a start,  it  offered  edu- 
cation in  English  and, 
because  of  its  executive 
courses  for  local  managers., 
could  <d«Hn  its  teaching  staff 
had  bridged  the  gap  between 
academic  and  practical 
aspects  of  management.  But 
more  important  still,  it 
was  the  only  institution  in 
the  region  offering  MBAs 
which  were  recognised  in 
the  US. 

From  it6  inception,  the 
IMC  worked  with  the  Univer- 
sity of  Pittsburg.  Students 
spent  a year  in  Budapest 
before  moving  to  the  US  for 
their  final  year  to  gain  the 
American  degree. 


Later,  other  joint  courses 
such  as  those  with  Tnlane 
University  (New  Orleans) 
and  Manchester  Business 
School  in  the  UK  - offered  a 
greater  variety  of  possibili- 
ties. 

But  in  eastern  Europe, 
overseas  courses  are  prohibi- 
tively expensive  to  all  but  a 
lucky  few. 

Ironically,  the  IMCTs  status 
as  a company  - albeit  a non- 
profit-making  operation  - 
had  also  become  something 
of  a disadvantage  because  it 
was  unable  to  lobby  the 
Hungarian  education  minis- 
try for  funds  as  a "genuine" 
school,  says  Mr  NemeslakL 
The  school  was  also  frus- 
trated by  the  fact  that  it  was 
in  effect  acting  as  only  a 
feeder  for  the  western  insti- 
tutions to  ffofeh  the  job  of 
producing  MBAs.  In  many 
ways,  the  academic  evidence 
backed  the  school's  case  for 
more  Independence;  IMC  stu- 
dents in  their  second-year 
studies  regularly  outper- 
formed their  domestically 
recruited  colleagues  in  Pitts- 
burg and  elsewhere,  on  aver- 
age graduating  in  the  top  20 
per  cent 

The  obvious,  but  in  educa- 


Generous helping:  benefactor  George  Sotos  (left)  Joins  the  new  dean  of  BudapestTs  International 
Management  Centre,  Viktor  Askanas  (rigid),  to  celshrati  the  school’s  10th  aisihwirssry 


met,”  says  Mr  Nemeslaki. 

Nevertheless,  the  IMC  dog- 
gedly pursued  the  option. 
Pittsburg,  the  long-standing 
US  partner,  balked  ‘at  the 
idea  of  a local  institution 
awarding  its  MBAs.  So  the 
IMC  turned  to  the  Weather- 
head  School  of  Management 
at  Case  Western  Reserve 
University,  of  Cleveland, 
Ohio. 

These  days,  students  get  a 


‘When  we  started,  nobody  thought 
the  MBA  was  a big  deal.  Nobody  in 
the  region,  including  senior 
management,  recognised  if 


tional  terms  daunting,  solu- 
tion was  for  the  school  to 
offer  its  own  degrees,  allow- 
ing students  full  two-year 
courses  in  the  relatively 
cheap  environment  of  Hun- 
gary. But  that  was  easier 

S3id  than  rfenp 

"If  a US  university  aDows 
another  school  to  award  its 
degrees  away  from  campus, 
it  is  putting  its  reputation  on 
the  line.  They  have  to  make 
sure  quality  targets  are 


frill  two-year  US-accredited 
MBA  programme  in  Buda- 
pest at  a remarkably  good 
price.  Tuition  fees  for  west- 
ern students  total  $23,000 
(half  the  price  of  the  Weath- 
erhead  degree  in  the  US), 
while  students  from  the  for- 
mer communist  states  pay  a 
rilsmnntpri  $15.000. 

Meanwhile,  the  school's 
reputation  is  growing  as  an 
increasing  number  of  former 
students  climb  the  ladder  of 


success  In  the  region. 
According  to  an  independent 
study  of  alumni  completed 
In  late  1995  by  Hay  Interna- 
tional Consultants,  the  aver- 
age respondent  more  than 
quadrupled  his  or  her  salary 
within  three  years  of  gradua- 
tion, received  at  least  one 
promotion  each  year,  and  is 
regularly  targeted  by  head 
hunters. 

But  the  school  knows  it 
cannot  sit  back  in  the  fast- 
changing and  competitive 
world  of  business  education. 
The  new  dean,  53-year-old 
Viktor  Askanas,  is  keen  to 
address  and  exploit  the  spe- 
cial needs  of  the  region,  and 
sees  specialisation  into  cer- 
tain niche  areas  as  the  way 
forward. 

“Hie  region  has  an  incred- 
ible need  for  information 
technology  management  IT 
department  managers  in 
financial  institutions,  in 
social  services  and  in  gov- 
ernment, are  simply  non- 
existent," he  says. 

Meanwhile,  financial  pres- 
sures mount.  Mr  Askanas. 
who  left  his  native  Poland  in 
1980  for  Canada,  where  he 
became  a professor  at  the 
University  of  New  Bruns- 
wick. has  expansive  plans 
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Boys  will  be  boys 
- and  so  will  girls 


It’s  tough  at  the  top,  whether  you’re  a 
man  or  a woman.  There’s  nothing  sinister 
about  that  - it’s  a fact  of  corporate  culture 


ad  news,  career  girls.  You 
lay  have  thought  that  in 
lis  caring,  sharing  age  you 
juld  let  your  sweet,  loving, 
*mi nine  natures  rip  as  you 
rramble  up  the  ladder  at 
ork.  But  I'm  sorry  to  have 
i tell  you  that  if  you  want 
i get  on,  you  must  put  that 
tie  of  you  back  in  the  box 
fid  practise  being  ruthless 
istead.  Only  then  will  you 


have  any  chance  of  making 
it  to  the  top. 

This  distressing  news 
comes  from  the  British 
Psychological  Society  which 
bad  its  annual  knees-up  in 
Blackpool  last  week.  Tuvia 
Melamed,  an  occupational 
psychologist,  told  his  fellows 
of  an  arduous  four-year 
research  project  in  which  he 
studied  the  personalities  of 
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1,200  senior  managers,  a 
quarter  of  whom  were 
women.  He  found  that  all  of 
them  were  tough, 
single-minded  autocrats  and 
proceeded  to  draw  the 
conclusion  that  the  women 
managers  were  somehow 
“denying  their  femininity" 
and  had  adopted  masculine 
behaviour  to  get  ahead.  His 
advice  was  dear  women 
who  want  to  get  promoted 
should  out-macho  the 
blokes. 

Anyone  who  spends  four 
minutes  considering  the 
matter  should  not  be 
surprised  that  the 
personality  types  of  men  and 
women  in  senior 
management  jobs  are  similar 
in  some  respects.  But  this  is 
because  most  of  these  jobs 
riftTnwriH  a certain  sort  of 
behaviour.  In  particular  they 
Involve  making  tough 
decisions  and  not  TmTirfing 
being  unpopular.  Anyone 
who  gets  into  a position  of 
power  will  be  ambitious  and 
wili  have  made  sacrifices  to 
get  there.  Once  in  the  job 
they  will  naturally  tend  to 
fit  their  behaviour  to  that  of 
the  organisation.  There  is 
nothing  sinister  about  that, 
nor  is  there  any  question  of 
being  macho.  It  is  simply  a 
feet  about  corporate  culture, 
for  men  and  women  alike. 

Neither  do  I accept  the 
assumption  that  men  are 
domineering  and 
tough-minded,  while  women 
are  caring.  Of  course  there 
are  lots  of  differences 

between  men  and  women. 

and  if  Dr  Melamed  had 
asked  different  questions  he 
could  surely  have  found 
some.  How  do  these 
managers  talk  to  their 
colleagues  at  the  coffee 
machine?  Can  they 


reverse-park  their  BMWs  in 
the  corporate  car  park?  But 
the  assumption  that  women 
'are  nice  and  soft  while  men 
love  to  walk  on  dead  bodies 
does  not  stand  up. 

Watch  the  ways  that  boys 
and  girls  play  in  the 
playground.  The  slow. 


devious  torture  inflicted  by 
the  girls  is  every  bit  as 
horrid  as  the  more  overtly, 
aggressive  style  of  the  boys. 

It  seems  that  as  soon  as  a 
woman  succeeds  in  what  has 
been  a male  preserve,  she  is 
said  to  be  aping  men-  But  in 
traditional  women's  ffomafoc 
no  one  ever  thinks  it  odd  if  a 
headmistress  or  a ward 
sister  is  savagely 
hierarchical.  They  never  say 
she  is  be  fog  macho.  She  is 
Just  herself. 

Even  if  there  were  these 
hard/soft  differences,  they 
would  be  at  best  only  the 
roughest  averages,  and 
therefore  of  no  practical  use. 
Think  of  your  colleagues  - 
some  are  male,  some  female. 
Some  are  “macho",  others 
less  so.  End  of  story. 


What  do  managers  actually 
do?  I can  ten  you  about 
partnership  sourcing, 
strategy  trees,  about  the 
pros  and  cons  of  knowledge 
management  But  ask  me 
this  mast  basic  of  questions 
and  I am  not  confident  that  I 
can  supply  an  answer. 

So  when  I received  the 
Industrial  Society’s  new 
guide  to  management  (High 
Flying  by  Debra  All  cock, 
£1099.  Published  January 
19),  I fell  upon  the  first 
chapter,  which  was  called 
“What  do  managers  dor. 

As  I read  I discovered  that 
being  a manager  "is  the 
wins*  rhallongfop  and 

rewarding  job  ih  the  world” 
(which  was  news  to  me).  I 


also  found  out  the  difference 
between  a chief  executive 
and  a middle  manager 
(which  I knew  already).  But 
nowhere  was  there  anything 
approaching  a description  of 
what  any  of  them  really  gets 
up  to  between  9am  and  5pm 
(or  between  730am  and  8pm, 
as  the  case  may  be). 

This  is  the  trouble  with 
writing  about  management. 
It  is  so  general,  and  much  of 
the  reality  so  dull,  that  it  is 
much  easier  to  talk  about  in 
the  abstract.  The  job  itself, 
the  managing  part,  is  hard 
to  describe. 

Still,  I persisted  with  the 
book  and  was  rewarded  with 
some  pretty  odd  advice. 
Apparently,  the  manager 
should  never  take  the  best 
desk  or  equipment  but 
should  take  the  worst,  ft  is 
one  thing  to  say  that 
everyone  should  have  the 
same  working  conditions, 
but  to  argue  that  the  boss 
should  have  inferior  ones  Is 
silly.  Think  what  message 

that  sends:  get  promoted  and 
you  will  lose  your  window 
seat  and  have  to  sit  in  the 
corridor  by  the  loo.  If  the 
Industrial  Society  really 
believes  these  signals  matter 
in  proving  that  the  boss  is 
on  all  fours  with  everyone 
else,  then  surely  it  should  go 
the  whole  hog  and 
recommend  that  managers 
should  be  paid  less  than  the 
others.  Given  that  managers’ 
jobs  are  apparently  such 
tremendous  fun,  they 
shouldn’t  mind  too  much. 

hKy,kelIattay%FT.com 


for  what  is  arguably  the  sin- 
gle largest  independent  man- 
agement school  in  the 
region. 

The  school  aims  to  double 
its  intake  in  the  next  few 
years.  At  the  same  time,  Mr 
Soros  aims  to  wean  students 
away  from  direct  scholar- 
ships and  into  using  prefer- 
ential loans  (maife  available 
by  the  European  Bank  for 
Reconstruction  and  Develop- 
ment for  the  first  time  this 
year),  with  the  aiwi  of  mak- 
ing tiie  school  self  support- 
ing in  the  next  10  years.  Hus 
would  be  “a  healthy  develop- 
ment”, says  Mr  Soros. 

The  school  is  also  likely  to 
move  under  the  umbrella  of 
the  Central  European  Uni- 
versity, another  Soros- 
funded  institution  designed 
to  support  regional  integra- 
tion. 

But  while  Mr  Soros  is  dedi- 
cated to  supporting  the  uni- 
versity (as  he  puts  it.  “The 
CEU  has  to  be  endowed.  1 
can’t  take  it  with  me”),  the 
business  school  will  have  to 
stand  on  its  own  two  feet. 

Mr  Askanas  knows  the 
bottom  line.  “The  same  phi- 
losophy we  teach  to  our 
students  has  to  be  applied  to 
us.” 


NEWS  FROM  CAMPUS 


Said  Business 
School  wins 
MBA  approval 

The  Said  Business  School  at 
Oxford  University,  which  has 
been  steeped  in  controversy 
since  its  inception,  has  been 
accredited  by  the  UK's 
Association  of  MBAs.  The 
Association  usually  requires 
a school  to  have  had  three 
years  of  graduates  from  its 
MBA  programme:  the  Said 
school  taught  its  first  MBA 
programme  in  1996. 

The  school  is  planning  to 
treble  the  number  of  MBA 
students  on  Its  programme 
to  200  by  the  year  2001. 
Sakf  Business  School:  UK. 
<0)1665288650 

Getting 

emotional 

Emotional  intelligence  is  the 
buzz  phrase  of  the  moment 
so  it  is  hardly  surprising  that 
it  has  found  its  way  Into 
management  programmes. 

This  month  Kathy  Kram, 
the  associate  professor  of 
organisational  behaviour  at 
Boston  University's  school 
of  management  in  the  US,  is 
Introducing  the  fundamentals 
to  a course  of  seasoned 
executives. 

There  is  also  now  a web 
ate  where  converts  can 
note  best  practices  in 
the  area. 

Boston  University  School  of 
Management:  US  617  353 
2523 

Community 

consulting 

Last  week  73  MBA  students 
at  the  Olin’s  school  at 
Washington  University  cut 
short  their  holidays  to  give 
free  consultancy  to  21 
non-profit  agencies  In  the  St 
Louis  region. 

Also  collaborating  in  the 
Taylor  Community 
Consulting  Programme  were 
consultants  from  Ernst  and 
Young,  whose  time  was 
donated  by  foe  company. 


The  teams  of  students 
helped  to  develop  marketing 
strategies  and  improve 
accounting  systems,  among 
other  things. 

Taylor  Community 

Consuming  Project  http:// 
reatworid.  wusti.edu/tccp/ 

Manchester 
jobs  club 

Aspiring  management 
consultants  at  Manchester 
Business  School  have  set  up 
their  own  club  to  help  them 
get  jobs  in  the  sector.  They 
plan  to  invite  guest  speakers 
from  consultancy  firms  and 
build  links  with  alumni 
working  In  the  sector. 

Students  at  MBS  cany  out 
consulting  projects  as  part 
of  their  MBA  degrees. 
MBSCC:  UK  (0)973  207988 

Big  players  air 
their  views 

Leaders  of  some  of  the 
wortd’s  largest  companies 
will  this  month  make 
presentations  to  students  at 
Th underbird,  foe  graduate 
school  of  international 
management  in  Arizona, 
about  the  issues  facing 
multinationals  in  1999. 

Among  those  speaking  will 
be  Ann  Fudge,  president  of 
Maxwell  House  Coffee,  Jose 
Luis  Yulo,  president  of  the 
Philippine  Stock  Exchange, 
and  Gary  Tooker,  chairman 
of  Motorola. 

Thunderbird:  www.t-bird.edu 

New  dean  for 
Open  University 

The  Open  University 
Business  School,  which 
specialises  in 

distance-learning  MBA  and 
management  diploma 
programmes,  has  appointed 
a new  dean. 

Roland  Kaye,  OUBS's 
Royal  Insurance  professor  of 
information  management, 
took  over  from  David  Asch 
on  January  1. 

OUBS:  http:// 
oubs.open.ac.uk 


tafonnatkm  far  News  from  Campus  should  be  sent  to  Defia  Bradshaw, 
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TECHNOLOGY  BRAND  PROTECTION 

A tiny  tag  to  take 
on  the  pirates 


Paul  Taylor  looks  at  a new  weapon  in 
the  battle  against  counterfeiters 


Detecting  fake, 
pirated  products  and 
“grey  imports”  has 
become  a serious  problem 
for  manufacturers,  retailers 
and  customs  officials. 

Some  estimates  put  the 
value  of  the  counterfeit 
industry  alone  at  more  than 
$250bn  (£l49bn)  a year,  rep- 
resenting about  8 per  cent  of 
world  trade.  The  impact  of 
so-called  “grey  imports”  - 
products  diverted  from  lower 
price  markets  to  be  resold  in 
high  price  regions  - Is 
harder  to  quantify,  but  is  of 
considerable  concern  to  big 
brands. 

Flying  Null,  a technology 
start-up  based  in  Cambridge, 
which,  was  founded  two 
years  ago  and  is  led  by  Dave 
Arnold,  managing  director, 
believes  it  has  developed  the 
answer  using  a magnetic 
sensing  concept  called  the 
“flying  null”  which  it  has 
built  into  tiny  magnetic 
“film"  tags. 

These  tags  «in  be  easily 
and  invisibly  inserted  into 
products  or  packaging  and 
can  be  read  with  a simple 
scanner.  Unlike  other  mag- 
netic technologies  there  is 
no  need  for  direct  contact 
between  the  reader  and  the 
media  - they  can  still  be 
read  inside  packaging. 

Like  barcodes,  they  can 
store  and  communicate  data 
on  product  authenticity,  ori- 
gin, batch  number  and  so 
forth,  but  unlike  barcodes 
they  can  be  completely  hid- 
den, preserving  packaging 
design  and  nwMng  them  vir- 
tually tamper  and  corrup- 
tion-proof. 

Some  silicon  chip-based 
radio  frequency  identity  tags 
provide  similar  functional- 
ity, but  typically  cost  10 
times  as  much  as  the  Flying 
Null  tags.  FN  tags  are  also 
extremely  small  - they  can 
be  just  lmm  square  and  one- 
fiftieth  of  a millimetre  thick 
- and  are  heat  and  pressure 
resistant 

Mr  Arnold,  a physicist  and 
former  Thom  EMI  scientist 
says  there  are  “hundreds  of 
potential  applications"  for 
the  FN  technology  in  many 
different  industries,  but 
branded  consumer  goods 


producers  have  shown  the 
most  interest  because  of  the 
technology’s  potential  as  a 
weapon  in  the  war  against 

pirates  and  counterfeiters. 

Cigarette  manufacturers, 
fashion  labels  and  the  per- 
fume industry  are  looking  at 
the  technology  as  a way  of 
controlling  their  sales  chan- 
nels and  identifying  counter- 
feit goods.  It  is  also  likely  to 
be  applied  to  sports  goods 
and  CD  music. 

“Due  to  its  small  size,  easy 
reading  and  resilience,  FN 
technology  can  play  an 
important  role  throughout 
the  product  lifecycle,"  Mr 
Arnold  adds. 

Peter  Low,  assistant  direc- 


tor of  the  International 
Chamber  of  Commerce’s 
counterfeit  intelligence 
bureau,  says  FN  “could  play 
a valuable  role  in  the  fight 
against  counterfeiting". 

It  exploits  the  ability  of 
alternating  electromagnetic 
coils  to  scan,  detect  and 
interrogate  soft  magnetic 
material  as  it  passes  through 
a “null”  region  where  a con- 
stant magnetic  field  falls  to 
zero  - similar  to  that  pro- 
duced mid-way  between  the 
like  poles  of  two  permanent 
magnets  placed  facing  each 
other. 

Using  this  system,  the 
position  of  one  or  mare 
pieces  of  magnetic  material 
can  be  determined  with 
great  accuracy  - enabling 
the  reading  of  a coded  tag. 
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INSIDE  TRACK 


BUSINESS  TRAVEL  INCENTIVE  TRIPS 


Been  there, 
done  that 


Many  companies  are 
struggling  to  keep  the 
'wow'  factor  in  travel 
rewards  for  executives, 
says  Max  Anderson 

ry,  For  nearly  40  years, 
companies  have  been 
» ’ 3!  rewarding  their  best-per- 
forming employees  with  increas- 
ingly exotic  traveL  In  the  1960s  it 
might  have  been  a weekend  In 
Paris;  in  the  1970s  maybe  a week 
on  the  Riviera;  and  by  the  1980s 
your  labours  might  have  earned 
you  two  weeks  in  blissful  Ball 

In  the  early  1990s,  recession 
took  the  wind  out  of  some  sails, 
but  today,  with  the  millennium 
around  the  corner,  company 
executives  are  searching  for  ever 
more  exotic  locations  with  which 
to  encourage  top  performance. 

Where  exactly  are  these  desti- 
nations? And  how  exotic  can 
they  get?  Travel  is  still  highly 
motivational,  and  if  a company  is 
confident  of  getting  a return, 
they  will  go  for  a high-cost  incen- 
tive," says  Edwina  Lonsdale, 
sales  and  marketing  manager  of 
The  Cruise  Portfolio,  an  Incentive 
travel  group. 

“But  the  trouble  with  Incentive 
travel  Is  that  it  suffers  from  a lot 
of  ‘been  there,  done  that*.” 

Companies  are  going  to  the 
ends  of  the  earth  to  increase  the 
■wow"  factor.  Last  year,  Toshiba 
Australia  rewarded  Its  highest- 
performing  computer  dealers 
with  a cruise  around  Greenland. 
The  Molson  beer  company 
dropped  its  people  in  Tuktoyak- 
tuk,  North  West  Territories.  This 
year,  The  Cruise  Portfolio  is 
pushing  the  South  Pole  as  a 
“remote  and  real"  incentive. 

Finding  a little-explored  comer 
of  the  world  for  increasingly 
sophisticated,  well-travelled 
people  (many  of  whom  are  repeat 
winners)  i9  not  the  only  chal- 
lenge. Incentives  in  the  1990s 
offer  more  exoticism  in  shorter 
trips. 

According  to  Graham  Frazer, 
travel  managing  director  for  Mar 
itz,  an  Incentive  specialist,  short- 
haul  is  back  in  vogue. 

“In  the  seventies  and  eighties, 
every  time  [participants]  did 
another  trip,  they  wanted  to  go 
another  thousand  miles  - the 


value  was  In  the  distance.  But  in 
the  early  nineties,  companies 
could  no  longer  afford  for  their 
staff  to  be  away  for  12  days;  now 
they're  much  meaner  with  time 
and  want  it  to  happen  within  the 
working  week.” 

This  has  forced  bath  companies 
and  their  motivation  agencies  to 
think  again.  "Companies  are 
looking  for  experiences  more 
associated  with  lifestyle,”  says 
David  King,  marketing  director 
of  Marltz.  The  trend  is  towards 
taking  over  a private  chateau,  or 
a cruise,  closing  the  doors  on  the 
world  and  creating  a house  party 
atmosphere  complete  with  all  the 
trimmings,  such  as  room  gifts. 
The  golden  rule  is,  the  experience 
cannot  be  replicated.” 

Focusing  on  unique  events  as 
well  as  the  destination  has 
resulted  in  action-packed,  top- 
drawer  lollies”  which  not  only 
make  excellent  carrots  (and  in 
some  cases  sharp  sticks,  such  is 
the  stigma  of  not  scoring  a 
golden  ticket)  hut  also  allow  com- 
panies to  try  out  team-building 
exercises. 

"There's  definitely  more  soft 
adventure  in  incentive  travel,” 
says  Roger  Harvey,  managing 
director  of  Motivtravel,  part  of 
the  Motivforce  Group.  "For 
instance,  we  arranged  a trip  to 
America  where  people  took  part 
in  white-water  rafting,  tandem 
sky-diving  and  riding  a Harley 
Davidson  along  Route  66." 

Clients  have  asked  Mr  Harvey 
to  look  at  the  feasibility  of  Hying 
In  MIG  jets  in  Russia  and  acquir- 


and  safety,  before  recommending 
it  to  a client” 

The  most  a UK  company  will 
invest  is  about  $8,000  (£3,500)  per 
head.  US  companies  have  paid  up 
to  118,000  per  head  to  provide  the 
ultimate  junket 

With  so  much  incentive  travel 
being  tailored  to  clients  wishes 
patterns  are  emerging.  Of  the 
three  sectors  using  Incentive 
travel,  the  automotive  industry 


The  country  that  emerges  as  a fresh  and 
much-desired  destination,  especially 
for  European-based  companies,  is  Dubai’ 


lng  a flotilla  of  Sigma  36  sailing 
boats  so  that  participants  can 
learn  to  race. 

"We  thought  sailing  might  not 
be  seen  as  fast  enough,  so  we 
looked  at  Ice  rally  driving  in 
Scandinavia.” 

When  adrenalin  levels  rise, 
however,  so  does  the  coet. 
“Insurance  Is  extremely  expen- 
sive,” says  Mr  Harvey,  "and  we 
have  to  Investigate  that  cost, 
as  well  as  issues  of  expertise 


tends  to  pamper  its  principal 
dealers  with  plush  retreats;  the 
information  technology  industry 
likes  to  thrust  its  younger  resell- 
ers into  hands-on  adventure; 
while  financial  services  settles 
for  a mix  of  the  two. 

Tastes  differ  by  nationality.  UK 
companies  like  it  conservative 
and  comfortable;  French  and 
Italian  companies  are  happy  to 
send  their  staff  camel-riding 
in  Namibia,*  while  the  Germans 


like  it  exotic  and  comfortable. 

But  where  exactly  are  compa- 
nies posting  their  hotshots  in 
the  1990s? 

Reports  suggest  America  and 
the  Caribbean  are  evergreens, 
and  Zimbabwe  still  proves  a pop- 
ular destination.  Argentina 
Nepal  appear  to  be  new  stars  on 
the  horizon,  but  the  country  that 
emerges  as  a fresh  and  much-de- 
sired incentive  destination,  espe- 
cially for  European-based  compa- 
nies, is  Dubai. 

"Dubai  is  huge,"  says  Helen 
Cartmell,  corporate  marketing 
executive  for  Toshiba  Informa- 
tion Systems,  UK  Tt’s  cosmopol- 
itan, it's  different,  it's  cheap,  and 
It's  very  action-based,  with 
plenty  of  activities  being  organ- 
ised in  the  desert  It's  also  close, 
so  there’s  no  major  time  differ- 
ence, and  you  don't  need  injec- 
tions before  you  go." 

As  for  the  problem  of  choosing 
the  next  destination,  Toshiba  has 
been  clever.  “We  let  the  present 
winners  decide  where  they  want 
to  be  sent  next  year.  So  they 
come  up  with  somewhere  they 
really  want  to  go  - and  of  course 
they  work  extra  hard  to  make 
sure  they  qualify  to  be  in  on  it.” 


TIM  JACKSON 

ON  THE  WEB 


It’s  bidding,  Jim,  but 
not  as  we  know  it 


A US  company  has  powered  ahead  after 
launching  an  unusual  sales  mechanism 


If  you  want  to  see  a company 
pushing  at  the  boundaries  of 
Am eri can-style  capitalism,  take  a 

look  at  PriceLine,  a start-up  that 
uses  an  nrn«ni«i  mechAni*™  to 
sell  things  on  the  internet 

In  April,  PriceLine  launched  an 
innovative  system  for  buying  air 
tickets.  You  are  asked  to  "name 
your  price”  for  a specified  route 
and  rate  and  to  provide  a 
credit-card  number  to  accompany 
your  bid.  If  one  of  PriceLine’s 
partner  airlines  Is  willing  to  sell 
a ticket  at  that  price,  the  deal  is 
done  within  an  hour. 

The  company  was  covered  in  - 

this  column  on  the  week  of  its 
launch.  In  its  first  six  months,  it 
received  bids  worth  nearly  $244m 
and  sold  more  than  67,000  air 
tickets  for  around  315.5m. 

It  is  now  selling  hotel  stays  and 
cars  by  the  same  witriumtsm  and 
is  to  launch  a mortgage  service. 
To  expand  further,  PriceLine 
plans  to  raise  gufim  through  an 
Initial  public  offering  on  the 
Nasdaq  stock  market 

What  lessons  can  this 
extraordinary  growth  story  offer 
other  businesses  and  investors? 
The  first  is  about  US  securities 
laws.  Despite  their  flaws,  the 
flung  rpgntaHrMK  governing 
public  offerings  have  provided  in 
this  case  excellent  protection  for 
shareholders.  PriceLine’s 
registration  statement  for  the 
offering  (known  as  an  SL  and 
available  at  the  SEC’s  web  site, 
wwuuecgao)  set  out,  with  clarity 
and  honesty,  the  important 
points  of  the  business,  how  it 
works  and  what  the  risks  are. 

Another  lesson  concerns 
Investors’  appetite  for  risk.  After 
raising  about  $28m  In  equity, 
PriceLine  spent  $15Jtn  on 
marketing,  mostly  during  the 
first  month  after  the  launch.  Its 
marketing  outlay  Is  higher  than 
total  sales,  and  total  losses  over 
six  months  exceed  $38m.  The 
company  also  has  negative  gross 
margins;  it  sells  tickets  for  less 


than  it  pays  for  them.  The  SI 
lays  out  how  the  company 
proposes  to  improve  matters,  but 
adds:  "If  we  do  not  succeed  in 
achieving  these  objectives,  we 
may  never  make  a profit”. 

But  investors  are  not  the  only 
ones  willing  to  take  a risk. 
Among  the  100  people  that 
founder  Jay  Walker  attracted  to 
the  company  in  Stamford, 
Connecticut,  are  high-flyers  from 
the  airline  and  direct  marketing 
Industries,  and  Richard 
Braddock,  a former  president  of 
Citibank  who  joined  the  company 
for  a salary  of  3300.000,  plus 
options  on  5m  shares. 

PriceLine  may  be  the  first 
company  to  prove  that  Web 
businesses  can  promote 
themselves  as  successfully  offline 
as  onttoe.  Scane  85  per  cent  of  its 
bids  have  come  via  the  Web, 
rather  than  through  the  800 
telephone  number  it  operates,  yet 
the  company  has  avoided  the 
expensive  anchor  tenancies 

on  portal  sites  and  banner 
ads  that  are  common  in 
the  Industry. 

Tnstnad,  it  spent  Its  money  on  a 
big  radio  ad  campaign,  featuring 
William  Shatner,  who  played 
Captain  Kirk  in  the  original  Star 
Trek.  The  campaign  made 
PriceLine  the  second 
most-recognised  e-commerce 


WKam  ShabMR  redo  enterprise 


brand  In  America  (Pr^^a.^ly 
after  Amazon).  To  succeed  in 

having  the  company’s  name  or 

proposition  identified  by  32  per 
cent  of  all  adult  Americans  to 
only  (ism  is  a bargain-basement 
piece  of  brand-building- 

A further  lesson  Is  that 

PriceLine  has  got  where  it  is 
without  bothering  too  much 
about  contract  exclusivity-  Its  SI 
admits  that  its  airline  deals  have 
no  exclusivity  clauses  and  no 
guarantees.  Mr  Walker  realised 
t>»a*  such  barriers  to  entry  are 
less  important  than  being  the 
first  mover  in  the  market  and  the 
best-known. 

PriceLine's  registration 
statement  leaves  one  question 
unanswered:  will  the  business 
make  money?  The  important 
point  is  that  with  only  5 per  cent 
of  the  total  bids  resulting  in  a 
successful  sale,  a large  number  of 
customers  have  failed  tn  their 
bids.  Over  the  long-term, 
customers  will  be  unwilling  to 
continue  phoning  or  filling  in 
forms  on  iamojjriceline.com  if  the 
chance  of  a successful  bid  is  only 
one-in-20.  PriceLine  must, 
therefore,  obtain  inventory  at 
reasonable  prices  quickly  if  it  is 
to  capitalise  on  consumer 
awareness. 

I couldn't  find  a quarterly 
breakdown  of  sal&  in  the 
registration  statement  But 
according  to  a news  snippet 
somewhere  on  the  Web,  the 
wwipany  was  claiming  SIQm  of 
snips  three  months  after  launch. 

If  that  Is  correct,  then  the  sales 
run  rate  fell  by  a half  In  the 
second  quarter,  Implying  that  the 
benefits  of  the  ad  campaign 
quickly  melted  away. 

The  moral  for  investors?  A 
fascinating  company  that  could 
do  spectacularly  well;  but  dearly 
a big  risk. 

timJacksm@pobax.com 

From  next  week,  Thn  Jackson's 
column  will  appear  on  Tuesdays 
and  from  this  week  our  File 
From. . . column  will  be 
published  every  other  Friday. 


i.f’ 


A newer  and  stronger  Fortis 


f.'^vrv  ' 


Fortis  has  implemented  changes  in  the  field  of  management 
structure,  the  operational  organization  (in  a banking  and  in  an 
insurance  group)  and  the  shares.  These  ensure  that  Fortis  enters 
the  21st  century  newer  and  stronger.  The  names  of  the  listed 
companies  have  been  changed  from  Fortis  AMEV  to  Fortis  (NL)  and 
from  Fortis  AG  to  Fortis  (B);  both  shares  now  have  voting  rights. 
There  is  also  a fixed  ratio  (1:1)  for  the  economic  rights  per  share. 
The  Fortis  (B)  share  has  been  split  into  nine  new  shares  and  the 
Fortis  (NL)  share  into  two  new  shares. 


Clear  financial  targets 

Fortis'  financial  targets  are  clear  and  remain  In  full  force: 

■ a return  on  equity  of  at  least  12%; 

• annual  growth  in  earnings  per  share  of  between  7%  and  12%; 

• acquisitions  may  not.  in  principle,  dilute  the  earnings  per  share. 


Strategic  priorities 

• Strengthening  of  the  position  in  the  Benelux  as  provider  of  integrated  financial 
services; 

• Further  development  of  asset  management  and  private  banking; 

■ Optimum  exploitation  of  economies  of  scale  and  synergy,  and  the  exchange  of  best 
practices  throughout  the  group; 

a Selective  growth,  particularly  in  Europe,  the  United  States  and  Asia,  in  order  to  further 
enhance  its  position  In  existing  markets  and  take  up  a good  position  in  rapidly 
expanding  new  segments. 


More  information 

• At  www.fortis.com  you  will  find  more  information  about  Fortis  and  its  shares  as  well 
as  the  publication  dates  for  1999. 

• Under  Press  releases'  at  www.fortis.com  you  can  subscribe  to  the  Fortis  press  release 
service  and  receive  these  via  E-mail  in  future. 


Key  figures  per  share  1997-1993  (indicative  in  EURO  and  after  split) 
Fortis  (NL) 


1997 

1996 

1995 

1994 

1993 

Net  earnings 

1.25 

1.05 

0.93 

0.82 

0.75 

Shareholders'  equity 

10.38 

8.47 

7.76 

7.09 

6.96 

Fortis  (B) 

1997 

1996 

1995 

1994 

1993 

Net  earnings 

1.20 

1.01 

090 

0.78 

073 

Shareholders’  equity 

9.44 

. 7 A3 

6.52 

5.96 

5.73 

Forth  la  an  international  group  which 
supptas  banking,  investment  and 
insurance  services  to  private  incflvlduala 
and  businesses.  In  its  home  market  - the 
Benelux  countries  - Fortis  is  one  of  the 
largest  providers  of  financial  services, 
supplying  a broad  'range  of  financial 
products  through  a variety  of  distribution 
ctanneis.  tn  other  European  countries, 

as  weU  as  in  the  United  States  and  Asia, 

Fortis  concentrates  on  specific  market 
Begments; 


/Vote:  tfn  euro  rates  era  Posed  on  the  ECU  rates  of  31  December  at  the  year  in  question. 


Market  positions  In  the  Benelux 

In  the  Benelux.  Fortis  now  heads  the  field  in  many  segments. 


No. 


insurance: 

Life  Insurance 
Unit-Linked 
Non-Ufe  Insurance 

Banking: 

Individuals 

Small  and  medium-sized  enterprises  (SME) 

Corporate 

Private 

Bancassurance 

Investments: 

Asset  management 
Reference  date:  September  1998 


❖ ■3  i 
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SF 


fortis 

Solid  partners,  flexible  solutions 


\ 
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THE  ARTS 


PARIS 

At  the  Odfion  Theatre  qg 
I’ Europe,  Alain  Mifiantl's 
production  of  Brecht's  Saints 
Jsanne  de®  Abattoirs  opens  on 
Thursday. 

At  the  Theatre  National  de  la 
Cotline.  the  playwright  Michel 
vinaver  presents  a new  version 
of  Ns  play  Les  Huisstens, 
opening  on  Wednesday.  Alain 
Fran  con  directs. 

LONDON 

Tonight,  one  of  last  year's  most 
successful  plays  opens  in  the 
West  End:  The  Memory  of  Water, 
by  Shelagh  Stephenson,  now  at 
the  Vaudeville  Theatre.  The 
playwright/di  rector  Terry 
Johnson  directs;  the  three 
actresses  are  Alison  Steadman 
(right},  Samantha  Bond  and  Julia 
SawaJha. 


Tomorrow  night  the  Tricycle 
Theatre  launches  Its  latest 
political  production,  a 


dramatisation  of  the  Stephen 
Lawrence  investigation:  The 
Colour  of  Justice,  edited  by 
Richard  Norton-Tayfor  and 
directed  by  Nicolas  Kent  with 
Surian  Fletchers!  ones. 

Messiaen  (right)  is  the  subject 
of  the  BBC’s  annual  composer 
weekend.  The  opening  concert 
on  Friday  at  Westminster 
Cathedral  features  Po&rnes  pour 
Mi  and  Edairs  surTau-delS. 
conducted  by  Andrew  Davis.  - 
Most  of  the  remaining  concerts 
are  at  the  Barbican. 

English  National  Ballet  ends  its 
London  season  at  the  Coliseum 
by  playing  Michael  Corder's 
elegant  (and  prize-winning) 
version  of  Cinderella  tlvs  week. 

On  Tuesday  the  Royal  Ballet  ends 
its  season  on  the  Royal  Festival 
Hall's  less-than-deep  stage  with  a 
run  of  Romeo  and  Juliet  in 


MacMillan's  imasistiblB  version. 

NEW  YORK 

Dosso  Dossi  was  the  last  of  the 
great  Ferrarese  painters,  much 
influenced  by  Giorgione  and 
Titian.  The  exhibition  of  his  work 
which  opens  at  the  MetropoStan 
Museum  on  Thursday  Includes 


rarely  lent  masterpieces  from  the 
Borghese  Gallery  in  Rome  and 
other  European  collections. 

MILAN 

Prokofiev's  opera  The  Fiery 
Angel  is  revived  a!  La  Scata  for 
tight  performances  starting  on 
Thursday.  Bruno  Bartoietti 


conducts  a staging  by  Giancarlo 
CobeHl,  with  Karen  Huffstodt  and 
Hmtra  Magomedova  singing 
alternate  performances  as 
Renata. 

STRASBOURG 

The  Optra  du  Rhin 
marks  the  Poulenc 
centenary  with  a 

new  production  of 
Dialogues  des 
Carmelites  at  the 
Theatre  Municipal 
on  Sunday.  Jan 
Latham -Koenig 
conducts  a staging  by 
Marthe  Keller,  with  a cast 
including  Nadine  Denize.  Hedwig 
Fassbaender,  Anne-Sophie- 
Schmkst  and  Did  ter  Henry.  The 
same  performers  wil  bring  the 
work  to  the  London  Proms  in 
earfy  August 


MADRID 

The  latest  exhibition  at  the 
Fundadon  Juan  March  is 
devoted  to  paintings  by  Marc 
Chagall,  with  a particular 
emphasis  on  the 
Jewish  influences  in 
his  work.  It  opens 
on  Friday,  and 
moves  to 

Barcelona  in 

April. 

BARBADOS 

The  small  but 
perfectly  formed 
Barbados  jazz  festival 
opens  on  Wednesday  with 
the  bland  but  popular  musings  of 
saxophonist  Kenny  G (above). 
Things  get  more  serious  on 
Friday  with  the  appearance  of 
explosive  young  US  drummer 
Cindy  Blackman. 


Ybu 


luscha  the  cat  springs  on  to  Sofia 
gubaidulina's  lap  and  settles  for  an 
[afternoon  nap.  We’re  in  Gubaidulina's 
* bungalow,  a rural  idyll  30  miles  north 
of  Hamburg.  There’s  not  a sound  to  be 
beard,  save  Pluscha's  quiet  purring 
and  the  measured  tones  of  Gubaiduli- 
na's voice.  No  traffic,  no  telephone,  no 
music.  Silence. 

"Silence  is  not  an  Inspiration,  it's  a 
necessity."  says  Gubaidulina,  whose 
music  frequently  explores  the  polarity 
between  sound  and  silence.  "Compos- 
ing is  an  act  of  silence.  Music  needs 
stillness.  Much  exists  where  there  is 
shadow,  darkness,  emptiness,  stillness. 
Everything  becomes  possible  there, 
and  music  makes  it  audible." 

Gubaidulina  speaks  carefully,  elipti- 
cahy,  enigmatically,  resorting  to  sym- 
bolic word-pictures  to  express  philo- 
sophical/aesthetic concepts.  She 
doesn't  talk  easily  - a sign  that  she 
guards  her  private  world,  preferring  to 
. let  music  articulate  her  thoughts  and 
Missions.  But  she  is  clearly  content  Sbe 
ye&scribes  her  north  German  home,  to 
which  she  and  her  husband  moved 
from  Russia  in  1992.  as  a “paradise”  - 
meaning  she  now  has  all  the  time  she 
needs  to  compose.  Life  in  Moscow, 
where  her  daughter  still  lives,  was 
chaotic.  “There  were  too  many  mun- 
dane things  to  interrupt  work." 

For  a composer  who  likes  to  explore 
the  mystical  serenity  of  the  inner  self, 
quiet  and  solitude  are  more  important 
than  a foot  on  Russian  soil.  Gubaidu- 
lina says  she  misses  nothing  about  her 
homeland.  There  are  enough  "spiritual 
links'*  with  family,  friends  and  musi- 
cians to  stop  her  feeling  isolated:  and 
enough  commissions  to  keep  her  occu- 
pied for  many  a year.  Right  now,  she's 
trying  to  finish  a concerto  for  two  vio- 
las, to  be  premiered  by  the  New  York 
Philharmonic  at  Lincoln  Center  on 
April  29  - the  very  night  the  NHK 
Symphony  Orchestra  visits  Carnegie 
.Hall  with  her  new  concerto  for  koto 

'Jhl d zIlen- 

> y But  she’s  happy  to  take  time  off  to 
talk  to  me,  and  to  visit  London  this 
week  far  the  UK  premiere  of  her  Canti- 
cle of  the  Sun.  Scored  for  solo  cello, 
percussion  and  qhamber.  cjjpir,  it  will . 
be  played  by  its  dedicatee.  Mstislav 
Rostropovich,  at  the  Barbican  on 
Wednesday,  with  members  of  the  Lon- 
don Symphony  Orchestra  and  Chorus. 
The  piece  is  a setting  of  poems  by  St 
Francis  of  Assisi,  celebrating  the  won- 
ders of  creation  - and  like  all  Gubaidu- 
lina’s  works,  it  is  distinguished  by  its 
clarity  and  oddity. 

No  one  who  meets  Gubaidulina  or 
listens  to  her  music  can  fail  to  recog- 
nise a free  spirit  Bora  in  1931  in  Chis- 
topol  in  the  far  eastern  Tatar  region  of 
Russia,  and  educated  at  the  conserva- 
toires in  Kazan  and  Moscow,  she  has  a 
pedigree  every  bit  as  distinctive  as  her 
music.  She  is  half  Tatar  - her  grand- 
father was  an  Islamic  mullah  - and 
jjqjuilf  Russian  Orthodox.  But  the  great- 
% est  influence  was  that  of  her  Jewish 
i*  teachers,  who  gave  her  the  ‘‘spiritual 
blood"  of  German  literature,  music  and 
philosophy.  It  was  they  who  taught  her 
tbat  art  was  “of  the  highest  value, 
almost  holy". 

As  a child,  sbe  prayed  that  she  would 
become  a composer,  whatever  the  sac- 
rifice. and  her  prayer  was  granted  - 
though  she  paid  dearly  for  it  during  the 
Soviet  era.  She  was  of  a generation  of 
Russians  who  found  inspiration  in 


‘Why  do  I compose?  Because  I cant  leave  this  fantastic  sound  hovering  in  mid-air.'  Sofia  Gubaidulina  with  her  cat  PJuscha  cnMtnon 

Harmony  from  the  sound  of  silence 

On  the  eve  of  Sofia  Gubaidulina's  visit  to  London,  Andrew  Clark  visits  the  composer  at  her  rural  idyll  outside  Hamburg 


western  avant-garde  techniques  and 
were  cold-shouldered  by  the  Moscow 
establishment. 

Gubaidulina's  music  still  infrer. 
quently  performed  in  Russia.  In  com- 
munist times,  the  problem  was  ideolog- 
ical: her  reverence  for  anguished 
Christian  symbols  did  not  go  down  well 
with  the  authorities.  Today,  the  prob- 
lem is  financial:  there  simply  is  not 
enough  money  to  promote  big  contem- 
porary scores. 

But  there  was  never  any  problem  in 
the  west  Long  before  Gubaidulina  was 
first  allowed  to  travel  abroad  in  the 
mid-1980s,  she  was  identified  - along 
with  Schnittke  and  Denisov  - as  a lead- 
ing representative  of  the  New  Music 
emanating  from  Soviet  Russia. 
Together,  they  captured  the  imagina- 
tion  of  western  musical  capitals.  Gubai- 
dulina, 68.  is  the  sole  survivor. 

Unlike  Denisov.  Gubaidulina  never 
wholly  embraced  the  western  experi- 
mental tradition;  and  unlike  Schnittke, 
she  eschews  the  suffering  Russian  soul. 
Her  music  moves  between  past  and 
present,  uniting  traditional  chords, 
clusters  of  notes,  orchestral  sounds 
suggestive  of  electronics,  and  silence  - 
all  bound  into  a cohesive  personal 
style,  at  once  serene  and  theatrical. 
She  moves  equally  freely  between  east 
and  west,  recognising  “something  ori- 
ental in  my  subconscious  - I feel  at 


ease  with  Chinese  and  Japanese  cul- 
ture. Maybe  I inherited  it  from  my 
grandfather,  this  tendency  towards 
contemplation  and  quiet  sounds.. Then 
comes  activity,  contrast,  intellectual 
struggle,  a longing  for  classicism. 
That’s  my  western  side." 

The  oriental  influence  is  overt  in  the 
new  concerto  for  koto  and  zhen.  a work 
inspired  by  koto  virtuoso  Kazue  Sawai 
The  two  solo  instruments  - one  Japa- 


nese, the  other  Chinese  - are  related: 
in  each  case,  the  strings  on  the  left  half 
of  the  instrument  are  plucked,  while 
the  right  half  is  strummed.  Gubaidu- 
lina interprets  the  zhen  as  the  shadow 
of  the  koto  (it  is  tuned  a quarter-tone 
lower),  and  there  is  a similar  division 
in  the  accompanying  string  orchestra. 
Like  so  much  of  her  work,  the  concerto 
implies  a metamorphosis  between 
polarities  - in  this  case  not  just  east 
and  west,  but  light  and  shade. 

The  work's  formal  title  is  In  the 
shadow  of  the  tree,  reflecting  a Jungian 
belief  that  darkness  can  be  a positive 
force.  Reciting  Rilke’s  “Ich  liebe 


melnes  Wesens  dunkle  Stunde”  (1  love 
the  dark  hour  of  my  being),  she 
explains  that  the  shadow  represents 
our  subconscious,  a place  where  life's 
potential  resides.  “It’s  the  base  from 
which  everything  grows.  But  it’s  not 
only  positive,  because  the  subconscious 
has  everything  in  it,  good  and  bad.  It's 
important  to  prise  something  out  of 
this  rich  world  because  it  helps  to 
define  the  light" 


Such  symbolism  stands  in  direct  con- 
trast to  the  inspiration  behind  her  vio- 
lin concerto,  in  which  a theme  from 
Bacb’s  Musical  Offering  is  figuratively 
offered  for  sacrifice  before  emerging 
transformed.  Offertorium  finds  Gubai- 
dulina looking  west  - to  her  Slav  spiri- 
tuality and  the  classical  balance  of 
Bach.  “Every  composer  faces  a psycho- 
logical struggle  between  intuition  and 
intellect,  fantasy  and  structure.  The 
aim  is  to  keep  the  two  in  proportion. 
That's  why  Bach  remains  my  ideal.  He 
never  allowed  his  fiery  intuition  to 
evaporate  in  the  intellectual  process  of 
transforming  it  into  music.” 


Gubaidulina  recalls  Schnittke  telling 
her  that  his  inspiration  invariably 
came  from  a single  musical  cell,  which 
be  developed  slowly  and  painfully  until 
all  was  revealed.  “In  my  case  it's  the 
opposite.  In  the  first  instance,  perhaps 
on  a walk,  I hear  a huge,  shapeless, 
multi-faceted  sound,  absolutely  fasci- 
nating, with  everything  piled  up 
together  in  a way  you  could  never 
notate  - something  which  exists  out- 
side time.  It's  like  a present,  and  I 
consider  it  a duty  to  transform  it  from 
vertical  to  horizontal 

“Why  do  1 compose?  Because  1 can't 
leave  this  fantastic  sound  hovering  in 
mid-air.  It's  a big  task  to  unravel  it  I 
sense  a moment  here,  a moment  there, 
then  suddenly  I come  to  the  beginning, 
and  that's  when  I start  to  write  it  out, 
without  quite  knowing  how  it  will 
develop." 

She  says  audiences  experience  the 
process  in  reverse  order.  "Thanks  to 
the  hidden  power  of  memory,  the 
listener  follows  the  horizontal 
form,  and  builds  it  back  into  tbe 
vertical." 

Sensing  that  this  is  a conversation- 
stopper,  Pluscha  rouses  herself  and 
drops  to  the  floor.  The  interview  ends, 
there's  no  small  talk.  Gubaidulina 
needs  to  get  back  to  work.  She  accom- 
panies me  to  the  door  and  retreats,  into 
silence  and  solitude. 


BALLET  IREK  MUKHAMEDOV 

Charmed  by  a 
unique  talent 

I sat  in  London’s  Royal  Festival  Hall 
on  Thursday,  watching  my  fourth  per- 
formance of  La  Fille  mol  gardec  in  six 
days,  feeling  happier  than  I dared 
expect  after  earlier  viewings.  The  rea- 
son was  the  sympathetic  casting  - 
Miyako  Yoshida  as  Lise;  Peter  Abeg- 
glen  as  Alain;  Alastair  Marriott  as 
Simone  - and,  most  particularly, 
because  of  Irek  Mukhamedov  as  Colas. 

I do  nol  know  of  a liner  dance-actor 
today.  There  are  more  brilliant  virtu- 
osi, buL  like  no  other  danseur  of  ou- 
tline, Mukhamedov  fires  the  imagina- 
tion as  he  fires  the  choreography  he 
shows  ns.  This  was  clear  in  his  first 
appearances  with  the  Bolshoi  Ballet  in 
the  early  1980s  - his  hero  in  77ie 
Golden  Age.  his  Spartacus,  his  Ivan, 
had  a truth  that  compelled  our  belief 
In  the  ballet,  in  his  Royal  Ballet  reper- 
tory he  has  proved  his  right  to  every 
accolade  - we  have  but  to  recall  his 
Rudolf  in  Mayerling.  his  Romeo  and 
his  Les  cant,  his  created  roles  in  Whiter 
Dreams  and  Judas  Tree  to  see  the  flow- 
ering of  his  Bolshoy-shaped  gifts.  And, 
after  50  years  in  which  I have  seen 
almost  every  leading  incumbent  of  the 
role  of  Albrecht  In  Giselle,  I think 
Mukhamedov  the  finest,  the  most  cred- 
ible as  an  icon  of  romanticism. 

He  is  a nniqne  artist,  and  in  Thurs- 
day's Fille  he  showed  us  why.  Colas  is 
a role  be  has  played  with  blithest  good 
humour  and  grace  in  tbe  past.  On  this 
occasion  the  charm  and  freshness  of 
! his  acting  seemed  to  galvanise  the 
staging.  If,  at  briefest  moments,  he  let 
us  see  how  much  (bn  he  was  having, 
we  etyoyed  the  conspiracy  with  him. 
But,  in  essence,  this  was  an  interpreta- 
tion in  which  the  fabric  of  the  TOle 
looked  as  bright  as  when  it  was  first 
made,  the  by-play  with  Lise  and 
Simone  new-minted  and  delightful. 

It  is,  in  many  ways,  a very  Russian 
performance,  big  in  shape  as  in  emo- 
tional and  physical  impulse,  but  it  is 
subtle,  too,  and  sweet-natnred.  Muk- 
hamedov’s  Colas  is  a devastating 
charmer,  yet  generous-hearted.  He 
wins  his  Lise  because  be  deserves  to, 
just  as  he  wins  our  affections.  And, 
looking  in  splendid  form,  Muk- 
hamedov  danced  up  several  storms  in 
tbe  corn-field  duet:  movement  bold  in 
scale  as  in  dramatic  conviction. 

It  Is  a wonderful  reading,  and 
'Miyako  Yoshida’s  Lise  warmed  to  it, 
flying  in  prettiest  jumps,  playing  to 
her  lover  with  a trusting  happiness  - 
how  touching  the  ribbon  dances,  the 
pink  satin  making  a web  of  innocent 
happiness  around  the  pair.  Peter  Abeg- 
glen’s  Alain  put  not  a foot  nor  a zany 
grin  wrong.  This  is  a lively  and  excel- 
lently understood  reading  in  the  man- 
ner of  Alexander  Grant,  Alain's  great 
originator.  Alastair  Marriott  showed 
that  Simone  had  a heart  as  well  as  a 
pair  of  clogs,  and  the  character  won 
our  affections.  All  in  all,  an  evening 
that  restored  and  illuminated  Fille ’s 
rightful  claim  to  be  a masterpiece. 

Clement  Crisp 


‘Music  needs  stillness.  Much  exists  where  there  is 
shadow,  darkness,  emptiness.  Everything  becomes 
possible  there,  and  music  makes  it  audible1 


INTERNATIONAL 

Arts 

Guide 
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? AMSTERDAM 

EXHIBITION 
Rijksmuseum 
Tel:  31-20-673  2121 
Japanese  Scrolls:  40  works  from 
the  collection  of  the  Kumamoto 
Prefecture!  Museum  of  Art  in 
Japan,  including  pictures  of 
courtesans  and  nature 
illustrations;  to  Jan  17 


BERLIN 

EXHIBITION 
Hamburger  Bahnhof 
Sensation:  works  fom  the  Saatchi 
collection  of  Young  British  Artists 
Including  Damien  Hirst,  Rachel 
Whiteread  and  the  Chapman 
brothers.  Originated  at  the  Royal 
Academy  m London  last  year, 
where  it  attracted  350,000 
visitors  and  maximum  publicity: 
to  Jan  17 


BIRMINGHAM 

EXHIBITION 

Birmingham  Museums  and  Art 
GaDery 

Tel:  44-121-235  2834 
Sir  Edward  Bum  e-Jones: 


comprising  more  than  200  works, 
including  tapestries  and  jewellery 
as  well  as  paintings.  A second 
generation  Pre-Raphaelite, 
Burne-Jones  also  had  a lifelong 
working  relationship  with  William 
Morris,  for  whose  firm  he  worked 
as  a principal  designer.  The 
exhibition  will  travel  to  Pais  next 
yean  to  Jan  17 


COLOGNE 

OPERA 

Oper  tier  Stadt 
Tel:  49-221-221  8240 
Die  Vdgal:  first  modem  staging 
tor  Walter  Braunfels’s  opera 
Premiered  in  1920,  It  was  banned 
by  the  Nazis  and  largely 
forgotten  until  a recent  recording. 
This  production  Is  conducted  by 
Bruno  Weill  and  staged  by  David 
Mouchtar-Samorai;  Jan  IS 


LONDON 

CONCERTS 
Barbican  Hall 

Tel:  44 '17 1-638  8891 

• BBC  Symphony  Orchestra 
and  Chorus:  conducted  by 
Andrew  Davis  in  works  by 
Messiaen.  With  piano  soloist 
Stephen  Osborne;  Jan  16 

• BBC  Symphony  Orchestra 
and  Chorus:  conducted  by 
Andrew  Davis  in  works  by 
Messiaen.  With  piano  soloist 
Yvonne  Loriod;  Jan  17 

• London  Symphony  Orchestra: 
conducted  by  Ftyusuke  Numajiri 
in  works  by  Saint-Saens  and 
Tchaikovsky,  as  well  as  the  UK 
premiere  of  Sofia  Gubaidulina's 
The  Cant Icte  of  the  Sun. 
Featuring  cello  soloist  Mstislav 


Rostropovich,-  Jan  13 

EXHIBITIONS 
Royal  Academy  of  Arts 
Tel:  44-171-300  8000 
Charlotte  Salomon:  bom  in  Berlin 
in  1917,  Charlotte  Salomon  died 
in  Auschwitz  in  1943,  after  riving 
in  hiding  in  the  south  of  France 
for  three  years,  during  which  time 
she  produced  a series  of  769 
gouaches,  a selection  of  which 
are  exhibited  here;  to  Jan  17 

Tate  Gallery 

Tel:  44-171-887  8000 

John  Singer  Sargent:  large-scale 
retrospective  containing  150 
paintings,  including  major  public 
and  private  loans.  Includes  late 
landscapes  and  American  and 
British  society  portraits  from  the 
1880s  to  the  early  1900s;  to 

Jan  17 


LOS  ANGELES 

OPERA 

L.  A.  Opera,  Dorothy  Chandler 
PaviOon 

Tel:  1-213-972  8001 

www.laopera.org 

Madama  Butterfly:  by  Puccini 
Conducted  by  Marco  Guidarini 
and  directed  by  Christopher 
Harlan.  With  a cast  including 
Yoko  Watanabe,  Richard  Leech 
and  John  Atkins;  Jan  13, 16 


MILAN 

OPERA 
La  Scata 

Teh  39-02-88791 
The  Fiery  Angel:  by  Prokofiev. 
Bruno  Bartoietti  conducts  a 
staging  by  Giancarlo  Co  belli,  with 


Karen  Huffstodt  and  Elmira 
Magomedova  singing  alternate 
performances  as  Renata; 

Jan  14 


MUNICH 

CONCERTS 
Ptulharmonie  Gasteig 
Tel:  49-89-5481  8181 

• Munich  Philharmonic 
Orchestra:  conducted  by  Ivan 
Fischer  in  works  by  Stravinsky 
and  Bartok,  with  violin 
soloist  Thomas  Zehetmair; 

Jan  11, 12, 14, 15 

• Philharmonia  Orchestra 
London:  conducted  by  Christoph 
Eschenbach  in  works  by  Mozart, 
Prokofiev  and  Brahms.  With 
piano  soloist  Tzimon  Barto; 

Jan  17 

OPERA 

Bayerisehe  Staatsoper 
Tel:  49-89-2185  1920 
www.staatstheater.bayem.de 
Lohengrin:  by  Wagner.  Peter 
Schneider  conducts,  in  a staging 
by  Goto  Friedrich.  Cast  includes 
Adrianne  Pieczonka  and 
Waltraud  Meier;  Jan  15 


NEW  YORK 

DANCE 

New  York  City  Ballet,  New 
York  State  Theater 
Tel:  1-212-870  5570 
Celebrating  Five  Decades  of 
Repertory:  New  York  City  BaHet 
has  the  largest  repertory  of  any 
dance  company  in  the  world. 
Continuing  the  celebrations  of  Hs 
50th  anniversary,  it  presents  a 
selection  of  works  from  that 
repertory,  including  revivals  of 


Bugaku,  Irish  Fantasy  and 
Balanchine's  Liebesiieder  Walzer; 
Jan  12. 13, 14. 15, 16,  17 

EXHIBITIONS 

Metropolitan  Museum  of  Art 
Tel:  1-212-879  5500 
www.metmuseum.org 

• Heroic  Armour  of  the  Italian 
Renaissance:  Filippo  Negroli  and 
His  Contemporaries. 
Comprehensive  survey  of  the 
classically  inspired  armour  made 
by  the  most  celebrated  Italian 
armourer  of  the  16th  century. 
Includes  more  than  60  richly 
decorated  suits  of  armour,  worn 
by  Renaissance  kings  and 
captains.  Includes  public  and 
private  loans  from  Europe  and 
North  America;  to  Jan  17 

• Sacred  Visions:  Eariy 
Paintings  from  Central  Tibet  60 
works  from  the  11th  to  the 
mid-l5th  century,  including 
thankas  (paintings  on  cloth), 
painted  book  covers  and  related 
sculptures;  to  Jan  17 

• Dossi  Dossi,  Court  Painter  In 

Renaissance  Ferrara:  display  of 
some  60  works  by  the  16th- 
century  painter,  much  influenced 
by  Giorgione  and  Titian.  Includes 
rarely  lent  masterpieces  from  the 
Borghese  Gallery  in  Rome  and 
other  European  collections;  from 
Jan  14  to  Mar  28 

OPERA 

Metropolitan  Opera,  Lincoln  . 

Center 

Tel:  1-212-362  6000 

www.metop8ra.org 

Die  Fledermaus:  by  J.  Strauss. 
Revival  conducted  by  Patrick 
Summers.  Cast  includes  Carol 
Vaness,  Jochen  Kowalski  and  Bo 


Skovhus;  Jan  14 


PARIS 

CONCERTS 

Salle  PJeyd 

Teh  33-1-4561  6589 

Orchestra  de  Paris:  conducted 

by  Lorin  Maazel  in  works  by 

Weber,  Debussy,  Schubert  and' 

Ravel;  Jan  13, 14 

EXHIBITION 
Grand  Palais 
Tel:  33-1-4413  1730 
Lorenzo  Lotto:  Rediscovered 
Master  of  the  Renaissance.  50 
paintings,  many  of  them  on  loan 
from  churches  and  museums  in 
Italy;  to  Jan  1 1 


PRAGUE 

DANCE 

National  Theatre  of  Prague 
Tel:  420-2-2108  0131 
www.anet.cz/nd 

The  Nutcracker  by  Tchaikovsky, 
in  a staging  by  Russian 
choreographer  Jurij  Grigorovic. 
with  sets  and  costumes  by 
Simon  Virsaladze;  Jan  15, 16 

THEATRE 

National  Theatre  of  Prague 

Tel:  420-2-2108  0131 
www.anet.cz/nd 

The  Servant  of  Two  Masters:  by 
Carlo  Goldoni  Directed  by  Ivan 
Rajmont  Jan  11 


ROME 

EXHIBITION 
Palazzo  Ruspofl 
Tel:  39-6-6830  7344 
www.patezzotuspoll.lt 


The  Denis  Mahon  Collection:  last 
stop  for  the  touring  exhibition  of 
more  than  80  Italian  baroque 
paintings  collected  by  Denis 
Mahon,  and  featuring  works  by 
Guercino;  to  Jan  15 


TOKYO 

EXHIBITION 

MetropoStan  Museum  of 
Photography 

Tel:  81-3-3280  0031 
Love's  Body:  Rethinking  Naked 
and  Nude  in  Photography. 
Includes  works  by  Alfred 
Stiegfrtz,  Robert  Mapplethorpe 
and  Catherine  Opie;  to  Jan  17 


TV  AND  RADIO 

• WORLD  SERVICE 
BBC  World  Service  radio  for 
Europe  can  be  received  in 
western  Europe  on  medium  wave 
648  kHZ  (463m) 

EUROPEAN  CABLE  AND 
SATELLITE  BUSINESS  TV 

• CNN  International 
Monday  to  Friday,  GMT: 

0620:  Moneyline  with  Lou  Dobbs 
13-30:  Business  Asia 
19.30:  World  Business  Today 
22.00:  World  Business  Today 
Update 

• Business/Market  Reports: 
05:07;  06:07;  07:07;  08:20;  0920; 
10:20;  11 2ft  11:32;  122ft  132ft 
1420. 

At  0820  Tanya  Beckett  of  FTTV 
reports  Kve  from  UFFE  as  the 
London  market  opens. 


FINANCIAL  TIMES.  MONDAY  JANUARY  M 1999 


COMMENT  & ANALYSIS 


PERSONAL  VIEW  RICHARD  N.  HAASS  

A question  of  force 

The  role  of  the  UN  Security  Council  is  under  scrutiny.  But  the  idea  that  its  authority 
should  be  a prerequisite  for  military  intervention,  is  one  that  must  be  resisted 


There  Is  a growing 
debate  about  the 
United  Nations  - 
one  that  has  noth- 
ing'to  do  with  the  United 
States  paying  the  dues  it 
owes  in  exchange  for  the  UN 
undertaking  much-needed 
reform. 

The -real  UN  debate  is 
about  the  Security  Council 
and  its  rale  in  the  post-cold 
war  world.  The  question  is 
basic  and  far-reaching: 
should  Security  Council 
authority  be  necessary 
before  the  US  or  anyone  else 
can  legitimately  use  military 
force?. 

This  is  the  position 
embraced  by  Russia,  which 
otherwise  rejects  bombing 
Belgrade  over  Kosova  It  is  a 
position  voiced  by  the  new 
German  government,  which 
seeks  to  make  sure  that  Nato 
cannot  use  force  outside  its 
formal  treaty  area  without 
an  explicit  Security  Council 
mandate.  And  it  is  heard  in 
the  Arab  world  from  those 
who  . oppose  any  new  attacks 
on  Iraq. 

The  idea  that  Security 
Council  backing  constitutes 
a necessary  prelude  to  using 
force  gained  strength  with 
the  cold  war's  end.  No 
longer  was  a Soviet  (later 
Russian)  veto  automatic. 
The  Gulf  war  demonstrated 
the  value  of  Security  Council 
resolutions  in  helping  to 
build  the  international  coali- 
tion that  liberated  Kuwait. 

Nevertheless,  the  notion 
that  Security  Council  action 
is  a prerequisite  to  using 
military  force  must  be 
resisted  and  left  out  of  any 
new  Nato  Mstrategic  con- 
cept". It  is  not  simply 
because  the  Security  Council 
Is  far  from  representative, 
although  it  is.  The  five  per- 
manent members  - the  US, 
Britain,  France,  Russia  and 
China  - represent  only  a 
third  of  the  world's  peoples. 

Nor  is  it  simply  because 
the  Security  Council  and  the 
UN  lack  the  capacity  to  fund 
or  implement  decisions, 
which  they  do.  The  UN  is 
not  a nation-state  with  a 
treasury  and  an  army,  and 
should  not  presume  to  act 
like  one. 

No,  the  real  reason  UN 


Words  and  deads:  die  UN  Security  Cound  In  session  and  US  troops  in  action  In  the  Gulf 


Security  Council  approval 
should  not  be  a prerequisite 
for  using  force  in  today's 
world  is  that  there  is  no  con- 
sensus Among  the  five  veto- 
wielding  permanent  mem- 
bers as  to  what  constitutes 
appropriate  grounds  for 
doing  so. 

China  apposes  anything 
that  would  hinder  its  ability 
to  act  against  Taiwan  or  that 
would  set  a precedent  Cor  the 
world  “interfering”  on  behalf 
of  human  rights  inside 
China.  A weak  Russia, 
meanwhile,  views  its  Secu- 
rity Council  role  as  one  of  its 
tew  remaining  claims  to 
being  a great  power.  Acting 
out  this  charade  requires 
that  an. increasingly  nation-, 
alistic  and  frustrated  Russia 
stymies  US  initiatives. 

France,  too.  cannot  always 
resist  the  temptation  to 
thwart  American  leadership 
in  order  to  demonstrate  that 
it  cannot  be  ignored.  Eleva- 
ting the  Security  Council  to 
a position  of  arbiter  would 
hobble  the  US,  the  (me  coun- 
try most  able  and  willing  to 
use  force  to  promote  not 
only  its  own  interests  but 
often  those  of  others.  It 
could  also  block  British  and 
French  intervention  on 
those  occasions  they  might 
determine  to  act 

Ideally,  the  post-cold  war 
world  would  be  based  on  a 
number  of  rules  and  goals: 
slowing  the  spread  of  biolog- 
ical, chemical  and  nuclear 
weapons,  promoting  the 
peaceful  settlement  of  dis- 
putes, bolstering  democracy 


and  markets,  protecting 
people  from  genocide.  Unfor- 
tunately, the  Security  Coun- 
cil is  not  able  to  agree  on 
these  ends,  much  less  on 
what  should  be  done  to  pro- 
mote them. 

The  reality  is  a Security 
Council  that  is  not  some 


cert  of  powers.  To  carry  on 
as  if  such  consensus  existed 
would  be  to  Invite  inaction, 
which  would  lead  to  mare 
weapons  proliferation,  more 
conflict,  more  repression. 

Recent  experience  bears 
this  out  Hundreds  of  thou- 
sands died  in  Bosnia. 
Rwanda  and  Kosovo  while 
the  Security  Council  dith- 
ered. A requirement  for 
Security  Council  consensus 
would  effectively  leave  Iraq 
free  to  develop  and  conceal 
weapons  of  mass  destruc- 
tion. There  would  be  no  ini- 
tiative for  dealing  with  a 
North  Korea  that  starves  its 
people  while  It  feeds  its 
army  and  possibly  develops 
nuclear  weapons. 

From  the  perspective  of 
Washington,  a strong  UN 
Security  Council  is  Dot  an 
interest,  only  an  instrument. 
The  US  should  work  with  it 
when  it  promotes  order  and 
justice  in  the  world  - and 
around  it  when  it  does 
not 

The  alternative  to  a world 
in  which  the  Security  Coun- 
cil plays  a central  role  is  not 
anarchy.  International  law 
exists  in  the  absence  of  Secu- 
rity Council  votes:  states 


Governance  m 

Get  your  house  El 
in  order  m 

Effective  corporate  governance  is  the  corporate 
goal  of  the  Nineties,  but  what  does  it  really  entail  fell 

and  how  can  you  achieve  It?  |nH 

Solving  Your  Company’s  Corporate  9j 
Governance  Issues  provides  you  with  an  j||| 

executive  summary  of  this  important  business  issue.  Sj 
It  sets  corporate  governance  in  context,  considers  the  s 
various  existing  models  and  examines  the  future  trends.  K 
With  the  aid  of  this  report  you  wfll  be  able  to  quickly  E 
identify  the  key  concerns  for  your  business,  recognise  ■ 
•warning  signals'  of  any  potential  problems;  analyse  risk  a 
assessment;  pinpoint  the  priorities  for  your  company  ■ 
and  implement  a corporate  governance  management  plan. 

This  briefing  covers: 

• The  Cadbury  Report 

• The  Greenbury  Report 

• The  Hampel  Report 
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Time  to  do  away  with  doctrinaire 
notions  of  public/private  healthcare 


would  have  been  on  firm 
ground  liberating  Kuwait  on 
the  basis  of  Article  51  of  the 
UN  Charter  and  the  right  of 
self-defence.  And  there'  Is  a 
growing  body,  of  law  and  pre- 
cedent that  provides  & right 
to  intervene  and  violate  sov- 
ereignty when  governments 


modern-day  equivalent  of  abuse  their  powers  against 
the  early  19th-century  con-  their  own  citizens. 


What  is  more,  use  of  force 
by  the  US  or  anyone  else 
without  Security  Council 
blessing  need  not  be  unilat- 
eral. Multilateralism  comes 
In  many  forms,  from 
regional  groupings  such  as 
Nato  and  the  Organisation  of 
African  Unity  to  informal 
groupings  such  as  the -coali- 
tion that  fought  and  won 
Desert  Storm. 

Such  ad  hocracy  is  not 
Ideal,  and  in  an.  ideal  world 
we  would  be  able  to  depend 
on  acting  with  formal  Secu- 
rity Council  mandates.  But 
ours  remains  very  much  a 
world  of  nationalism  and  of. 
competing  Interests  and 
values. 

As  a result,  legitimacy 
cannot  be  viewed  as  some- 
thing to  be  handed  down; 
rather,  legitimacy  must  stem 
from  the  ends  and  means  of 
what  the  US  or  anyone 
chooses  to  do.  It  is  thee  up 
to  the  court  of  domestic  and 
international  public  opinion, 
not  the  Security  Council,  to 
judge. 

The  author  is  director  of 
foreign  policy  studies  at  the 
Brookings  Institution  in 
Washington 


From  Mr  Michael  Tremblay. 

Sir,  The  National  Health 
Service  in  England  and 
Wales  spends  some  £30bn 
annually.  This  is  public 
spending  at  the  rate  of  tS2m 
a day,  or  £l!37m  per  hour.  24 
hours  a day,  seven -days  a 
week. 

Allocating  £159m  for  win- 
ter crisis  projects  represents 
116  hours  of  NHS  running 
time,  spread  across  some  400 
NHS  trusts  and  48m  people. 

The  real  spending  and 
scale  is  considerably  larger, 
and  the  scale  of  the  problem 
greater. 

Progressive  productivity 
improvemeuts  have  been 

A present 
sent  to  itself 

From  Mr  Dctoid  Paifreyman. 

Sir,  The  rue  in  share  val- 
ues in  the  last  days  of  1998 
seems  to  have  caused  mild 
surprise  to  some  investment 
industry  observers. 

For  those  who  pay  tees  to 
have  our  financial  assets 
managed  by  the  investment 
industry,  it  causes  no  sur- 
prise to  see  the  value  of 
those  assets  inflated  just 
before  year-end,  since  the 
tees  charged  for  the  invest- 
ment management  service 
are  based  on  capital  value, 

HTiri  airing  ft  rnaVaa  lifp  easier 

for  the  manager  to  display 
higher  performance  figures 
than  would  otherwise  be  the 
case. 

- These  cynical  thoughts 
assume  that  at  a timo  of  fhtn 
trading  the  investment 
industry  effectively  is  the 
market  and  hence  can  so 
easily  and  so  profitably  drive 
it  up  as  a Christmas  present 
to  itself.  Or  is  such  manipu- 
lation of  “the  market”  & 
technical  impossibility? 

David  Paffreyman, 

The  Bursar,  New:  College, 
Oxford  0X1  3BN, 

OK. 


achieved  by  a&nmating'the' 
essential  idle  capacity  that  is 
needed  in  the.  prcrrisicn  of 
health  to  deal'.:  with  itbe 
known  fluctuations  in  the 
demand  for-;  acute 
patient  services/  • ..  ..  ‘ 

The  UK.  is  unique  in 
segregating  its . public  and. 
private  health  systems^ 
mating  access  to  additional 
capacity  . within  the 
country1*  available  resources 
a political  issue  rather  than' 
an  intelligent  decision  to 
utilise  all  ' available 
resources.  ... 

This  newspaper  recently 
praised  the  French  health 
system.  .There'  are  inter- 


national Tbssmk  . from  these 
countries  which  integrate 
public  and  private  providers 
within -'the  national  health 
systeanfand  which  permit 
people  a free  choice  to 
parched  extea  > 

- The"  time  has  borne  to  con- 
sider i more  flexible  and 
teuly  national  health  system, 
which  does  away  With  doc- 
trinaire notions,  of  .public, 
’tod  private. 

Michael  Tremblay, 

Tremblay  Consulting, 

42  BQghover  Park, 
Amersham, 

Bucks  BP7  8BP, 

UK.  . : ... 


Pitfalls  in  the  push  for 
technological  progress 


From  Rambod  Behboodi 
Sir,  Your  leader  on  the 
Year  2000  problem  (“Bomb 
with  a 360-day  fuse”,  Janu- 
ary 5)  neatly  summed  up  the 
difficulties  iwtowm  in  our 
unrestrained  push  for  tech- 
nological progress. 

You  note  that  the  most 
exasperating  feature  of  the 

mfUomiTiiin  hmrih  • is  that 

nobody  knows  how  much, 
disruption  will  be  caused. 
Surely  that  observation  is 
valid  for  just  about  every 
facet  of  our  modem  exis- 
tence: who  knows  what  Will 
be  the  long-term  impact  of  & 
host  of  technological  dervet 
opments  introduced  to  pinto* 
our  lives  better,  safer  and 
longer?  *’ 

Every  day  we  are  told  of 
inventions  and  Innovative 
processes,  or  of- chemicals: 
and  drugs  that  will  save  our 
lives  - or,  even  better,  make 
us  happier.  Every  day  we 
become  more  dependent  on 
these  trappings  of  modem 
existence.  What  is  more,  , we 
have  come  to  accept  not  just 
the  concrete  products  of  the 
technological  process  - tes- 
ter computers  or  perfect 
fruits  but  the  process 


ftseffi  to  evenask  whether  it 
is -necessary  to  have  faster 
computer  ehips  or  larger 
manoriea  is  to  .pose  a ques- 
tion incomprehensible  to  aU 
but  .tiie-  .technologically 

minriari  . 

■ However,  asyou  point  out, 
this  is  a dependence  with 
frightening  consequences: 
-frightening,  because  they  are 
unknown, -because  they  are 
not  reflected  upten 
This  dependence  speaks, 
to  some  extent,  of  the  useful- 
ness of  technology  and  tech- 
nological progress.  Travel  is 
much  more  pleasant  aboard 
a 747"  than  braving  the  high 
seas  for  months  o&  end; 
healthcare  is  better;' distribu- 
tion and  production  df  food 
is  easier.  Nevertheless,  as' 
the  costs  begin  to  mount  — 
and  all  because  of  a minor 
technical jaflure  - perhaps  it 
is  time  to  seriously  recon- 
sider our  relationship  to 
technology  and  our  defini- 
tion, of  progress. 

Rambod  Behboodi,  ~ 

8,  Av.  EuSe  Demot,  • 

8&me  Stage,  B-1000, 
.Brussels, 

Belgium.  . .• 


Argument 
over  plan 
to  tax 
aggregates 

From  Mr  JD.  Weriheim. 

Sir,  Further  to  Sheila 
Jones’  report  today  ("Green 

Tax  ‘will  hit  jobs’ ",  January 
6)  on  manufacturing  in  the 
north  of  England,  Brunner 
Mond  is  not  the  UK’s  biggest 
producer  of  soda  ash  - it  is 
the  UK's  only  producer,  of 
'sods  ash  as  well  as  of 
sodium  bicarbonate.  , 

These  products  are  esset-i  _ 
tial  to  producers  of  glaftf  ": 
detergents,  pharmaceutical^-/ 
and  confectionery. 

Limestone  is  essential  to 
the  manufacture  of  soda 
ash. 

Our  argument  with  the 
government  -aver  the 
proposed  aggregates  tax  is 
that  we  use  limestone  as  a 
chemical  intermediate,  for 
its  mineral  content, 
not  • as  a - construction 
material 

There  is  no  alternative 
material  available  to  us,  and 
the  same  applies,  as  Sheila 
Jones  pointed  out,  to  glass- 
makers  and  other  UK  manu- 
facturers. 

Brunner  Mood  fully  sup- 
ports the  principle  of  envi- 
ronmental improvement  but,  , 
if  environmental  taxation  is  * 
to  be  one  of  the  means,<£.?^ 
achieving  this,  it  must  K#  ■ 
carefully  thought  through 
and  not  applied  wholesale  in 
a- primitive  form. 

Otherwise,  by  driving 
people  out  of  business,  it 
will  -have  precisely  the 
opposite  effect  to  that 
intended. 

3.  David  Wertbeim, 

.chairman  and  chief 
executive,  ’ 

Brunner  Mood 
Ltd. 

2*0  Box  4,  - 
Mond  House, 

Northwich, 

Cheshire  CW8  4DT, 

UK. 
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The  reluctant  revolution 

Deep  inhibition  has  paralysed  much  of  Romania  sinbe  Nicolae  Ceau§escu’s  bloody 
overthrow,  as  the  people  struggle  to  escape  their  communist  past,  writes  John  Lloyd 


10  years 
after  

A tank's  machinegun  fired 
in  the  Bucharest  night  nine 
Christmases  ' ago.  I was 
rushed,  with  two  other  jour- 
nalists, into  the  nearby  for- 
eign ministry.  We  sat  in  a 
small  room  with  a man  in 
his  early  70s.  He  wore  a cyni- 
cal smile. 

Ms  name  was  Silviu  Bru- 
can. one  of  the  half-dozen 
organisers  of  the  revolution 
in  the  Romanian  Communist 
party  that  a few  days  earlier 
had  forced  the  country’s 
leader,  Nicolae  Ceau$escu 
and  his  wife.  Elena,  to  flee 
the  capital  They  were  later 
arrested,  summarily  tried 
and  shot 

Mr  Brucan  had  agreed  to 
| meet  us  at  night  in  the  for- 
eign ministry  to  tell  us 
something  of  what  be  knew 
and  bad  done.  Ms  story  was 
of  the  Internal  breakdown  of 
the  Ceau$eseu  order.  It  was 
a tale  of  a group  of  commu- 
nist intellectuals,  such  as  Mr 
Brucan,  which  saw,  in  the 
eruption  of  popular  dissent 
that  December,  its  chance. 

Nine  years  to  the  day 
later,  I sat  in  Mr  Brucan's 
study  to  hear  what  he  made 
of  Tils”  revolution.  Ifls  story 
was  foil  of  paradoxes. 

After  the  uprising  he  had 
broken,  bitterly,  with  Ion 
niescu,  the  man  who 
emerged  as  the  first  presi- 
dent of  post-communist 
Romania.  Yet  Mr  Brucan  has 
prospered,  recently  becom- 
ing a leadmg.TV  personality 
with  an  ackfic  weekly  politi- 
cal commentary.  He  is  still 
on  the  left  but  believes  capi- 
talism alone  can  save 
Romania.  He  excoriates  the 
seven-year  rule  of  Mr  IHesca 
for  its  belief  in  “Ceau$escu 
statism”  - but  says  Mr 
Hlescu  did  establish  demo- 
cratic institutions  and  allow 
free  expression. 

Dorel  Sand  or,  a prominent 
political  analyst  of  succes- 
sive administrations  since 
1990,  saysi  Thescu  was  the 
good,  kindly  uncle  to 
Ceau$escu*s  bad  tether.  He 
smiled  all  the  time.” 

Ceau$escu’s  seeurifofe,  or 
secret  police,  ensured  society 
could  never  become  civil. 
Yet  the  seatriiate  has  never 
been  Investigated.  General 
Julian  Vlad,  its  oornmander. 


Shadow  of  Ow 
Palace  of  the  F 


chadran  play  in  the  snow  outside  Ceau$escu*s 
in  Bucharest  Reuters 


and  a handful  of  others  were 
tried  for  suppressing  the 
1989  riots  and  received  three- 
year  sentences,  nothing 
more. 

“There  is  a draft  law  oh 
opening  up  the  seeuritate 
ffles,”  says  Mr  Brucan.  “but 
most  deputies  are  against  it 
Why?  Because  everyone  who 
wanted  to  do  anything  under 
Ceamjescu  had  to  have  ant- 
tact  with  the  seeuritate.  Now 


turned  to  trading  with  the 
UK  companies  BaUi  Trading 
and  Kay  International,  and 
now  runs  the'  -Anglo-Roma- 
nian  insurance  company. 

Mr  Stanculescu’8  transfor- 
mation is,  Mr  Brucan  says, 
the  “symbiosis  of  power  and 
capital":  capital  and  exper- 
tise that  had  been  monopol- 
ised by  the  state  was 
grabbed,  in  the  post-revolu- 
tionary period,  by  those  in 


(lt  is  fiard  to  start  a business  here. 
The  banks  won’t  give  you  credit 
If  you  do  get  started,  bribery  is 
everywhere  and  expensive’  ' 


everyone's  afraid;  they  don’t 
know  what  is  in  these  files.” 

A deep  inhibition  therefore 
paralyses  much.of  P/imamaw 
society.  This,  says  Mr  Bru- 
can. has  had  two  effects:  it 
ha*  made  Romanian  capital- 
ism a hole- in-th e-comer 
affair,  in  which  former  com- 
munist bosses: have  been 
transformed  into  capitalist 
bosses;  and  It  has  paralysed  - 
economic  reform. 

In  his  recent  book.  From 
Party  Hacks  to  Nouveaux 
Riches,  Mr  Brucan  details 
the  acquisition  of  wealth  by 
the  associates  and  relatives 
of  the  Ceau$asca  clan. 

General  Victor  Stancu- 
lescu  is  typical.  He  was  chief 
of  the  supply  section  of  the 
defence  ministry,  then 


or  dose  to  the  new  elite.  The 
post-communist  government 
depends  :on  their  financial 
and  media ' support.  It  is 
harder  for  "dean1'  capitalism 
to  take  root.  Mr  Brucan  iden- 
tifies “corridors". to  post- 
communist wealth,  includ- 
ing membership  of  the  for- 
ma: politburo,  the  import-ex- 
port sector  and  state  banks, 
and  one  that  he  calls' “the 
corridor  of  self-made  men". ' 

I met  someone-  from  the 
last  category  - in  fact  a 
self-made  woman.  Virginia 
Gheorgiu  is  vice-president  of 
the  ToEan  group.  The  com- 
pany was  -started,  by ~Gelu 
Toten,  a tyre  factory  worker 
who  began  his  own  business 
with  a loap  of  $50,000  from  a 
brother  in  Canada.-  Tofan 


group  is  the  country’s  larg- 
est 'tyremaker  and  is  increas- 
ingly powerfol  in  media  and 
agribusiness.  Her  experience 
is  instructive.  "It  is  hard  to 
start  a business  here.  The 
banks  won’t  give  you  credit. 

If  you  do  get  started,  bribery 
.Is  everywhere  and  expen- 
sive.” . 

The  second  effect  is  the 
impact  on  economic  reform.' 

Mr  niescu,  says  Mr  Brucan.’. 
knew  little  and  cared  les fiJ  . 
about  transform  in  g Romanh*,,| . ' ■ 
Into  a market  economy.  . 
Dorel  Sandor  adds:  "No  one 
was  out  on  the  streets  in 
December  1989  demonstrat- 
ing for  capitalism  - on  the 
' contrary.  Romanians  had 
been  taught  to  hate  capital- 
ism." 

Petre  Roman,  the  present 
leader  of  the  senate  and  the 
first  post-communist  prime 
minister,  attempted  reform 
but  only,  says  Mr  Brucan. 
under  pressure  from  the 
European  Union  and  the 
International  Monetary 
Fund. 

Emil  Constantinescu,  who 
replaced  Mr  Ulescu  at  the 
end  of  1996.  promised  to  get 
Romania  into  Nato,  the  west- 
ern defence  alliance,  and  the 
EU;  open  up  the  seeuritate 
files,  raise  the  standard  of 
living  and  privatise  indus- 
try. So  ter  he  has  done  little-'# 

Radu  Vasile,  the  second! 
prime  minister  to  serve  ^ 
under  Mr  Constantinescu, 
has  agreed  to  close  30  of 

Romania's  largest  2,100  loss-  - 
making  enterprises  that 
account  for  15  per  cent  of 
total  losses. 

On  this  occasion  Mr  Bru- 
can  is  more  optimistic.  “I 
think  it  might  stick  this 
time,”  he  says.  Mr  Vasfle  is 
frying  to  make  headway 
before  a team  from  the  IMF 
arrives  on  Saturday  to 
decide  whether  to  give 
Romania  more  than  $400m  in 
financial  assistance. 

“I  think  closing  these 
plants-  win  be  enough  to . 
keep  the  IMF  happy.  They 
cannot  fail  in  Romania  after 
they  have  foiled  tn  Russia," 
says  Mr  Brucan.  ■ ; 

He  reveals  his  cynical  1 
smile.  "It  has  taken  ds  nine  ‘ir  ; 
rears  to  get  to  this  state  and  ; 
we  still  don’t  know  If  we 
want  a reform.”  Bflghmtog  - 
its  lQth  year.  the  Romanian  *' 
revolution  is  reluctant,  even 
now,  to  dismantle  tbe  struc-  ‘ 
tures  with  which  its  leaders 
emerged. 
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IMF  as  lender 
of  last  resort 


The  global  financial  biam  has. 
for  the  moment,  died  down. 
This  gives  policymakers  the 
opportunity  to  consider  funda- 
mental reforms  of  the  financial 
system,  while  they  remember 
the  urgency  of  the  task.  To 
.their  credit,  some  are  doing  so. 
^Prominent  among  them  is  Stan- 
Key  Fischer,  first  deputy  manag- 
$ing  director  of  the  international 
* Monetary  Fund,  who  started  off 
the  new  year  with  an  examina- 
tion of  the  case  for  an  interna- 
tional lender  of  last  resort. 

The  speech  Mr  Fischer  gave 
on  January  3 is  triply  welcome. 
First,  it  laid  down  the  right 
objective,  which  is  to  make 
International  capital  markets 
operate  as  well  as  the  better 
domestic  markets.  Second,  it 
admitted  that  they  have  failed 
to  do  so.  Third,  it  recognised 
that  improving  the  financial 
systems  and  economic  policies 
of  the  emerging  market  econo- 
mies alone  is  not  enough. 

Within  advanced  financial 
systems,  one  answer  to  exces- 
sive volatility  has  been  a lender 
of  last  resort  Is  such  a lander 
'a  needed  in  international  finance 
well  and,  if  so,  can  any  insti- 
i 'Station  play  that  role? -The 
‘ answers  are  that  it  is  needed 
and,  to  an  extent  is  feasible. 

The  argument  for  a lender  of 
last  resort  derives  from  the  lack 
of  information  inherent  in 
financial  markets  and  the  con- 
sequent risk  of  panic.  This  risk 
is  even  greater  in  international 
than  in  domestic  landing-  Not 
only  is  there  currency  risk  as 
well,  but  the  lack  of  informa- 
tion is  usually  far  greater. 

The  purpose  of  an  interna- 
tional lender  of  last  resort  is  to 
reduce  the  currency  risk.  This 
is  the  one  risk  a domestic 
lender  of  last  resort  cannot 
meet,  unless  international 
borrowing  is  in  the  national 
currency.  There  are  alterna- 
tives: a country  can,  for  exam- 
ple, hold  large  foreign  exchange 
reserves;  it  can  regulate  foreign 
-«£*Etrrency  borrowing;  and  it  can 
1 *unprove  transparency,  corpo- 
rate governance  and  the  sound- 
ness of  its  financial  system.  But 
these  steps  are  costly  or  diffi- 
cult  ......  _ 

A case  can  therefore  be  made 


for  creating  an  international 
leader  of  last  resort.  As  Mr 
Fischer  notes,  the  IMF  does 
already  play  such  a role.  Hie 
goal  should  be  to  improve  Its 
ability  to  do  so.  But  this 
meets  at  least  three  objec- 
tions. 

First,  it  can  be  argued  that  no 
lender  of  last  resort  would  be 
needed  if  exchange  rates 
floated.  This  is  true,  to  a certain 
extent.  But  floating  rates  also 
impose  significant  costs.  It  is 
not  unreasonable  therefore  to 
offer  a degree  of  insurance  to 
countries  trying  to  limit 
currency  volatility. 

Second,  it  is  noted  that  the 
IMF's  resources  are  not  - and 
never  will  be  - faffaitA-  This 
must  constrain  its  ability  to  be 
a lender  of  last  resort.  But  it 
can  still  play  the  roles  of  crisis 
lender  and  crisis  manager.  Even 
limited  resources  can  assuage 
panic  in  reasonably  sound 
policy  environments.  Yet  a case 
can  also  be  made  for  giving  the 
IMF  larger  resources,  since  it  is 
only  a third  as  big  in  relation  to 
world  output  as  it  was  in 
1945. 

Third,  it  is  argued  that  the 
IMF  cannot  make  the  necessary 
distinctions  between  countries 
that  deserve  lender-of-last- 
resort  assistance  and  those  that 
do  not 

In  1997,  it  introduced  the  sup- 
plemental reserve  facility, 
which  allows  it  to  make 
short-term  loans,  at  penalty 
rates,  to  countries  in  crisis.  It  is 
now  considering  introducing  a 
contingency  or  precautionary 
facility.  But  to  do  this,  it  needs 
to  "prequaliiy”  countries.  Diffi- 
culties obviously  arise.  How,  for 
example,  does  one  deal  with  cri- 
ses in  important  countries  that 
do  not  pre-quahfy?  And  what 
does  one  do  if  a pre-qnaJifled 
country  starts  to  pursue  more 
irresponsible  policies? 

Imperfection  and  compromise 
are  indeed  inevitable.  But  it  is 
difficult  to  believe  the  world  is 
unable  to  do  better  than  it  is. 
There  are  sound  reasons  to 
believe  tha  IMF  can  play  some 
of  the  roles  of  a lender  of  last 
resort.  The  effort  to  allow  it  to 
do  so  more  effectively,  than  - 
hitherto  must  now  be  made. 


A vital  decision 
in  Strasbourg 


The  European  parliament,  the 
institution  supposed  to  provide 
democratic  control  over  the 
operations  of  the  European 
Union,  is  contemplating  drastic 
faction  this  week.  It  is  set  today  to 
i^dpbate  a motion  of  censure  of  the 
.'"'European  Commission  - the  EU 
executive  - and  to  vote  cm  it  on 
Thursday.  The  motion  amounts 
to  the  constitutional  equivalent 
of  a nuclear  weapon:  if  approved 
by  a two-thirds  majority,  the  20- 
member  Commission  would  be 
forced  to  resign,  and  the  activi- 
ties of  the  EU  would  be  brought 
to  a virtual  standstill. 

Members  of  the  parliament 
should  think  hard  and  long 
before  they  press  the  button. 
Both  institutions  could  end  up 
weakened  and  discredited. 

It  is  understandable  that  the 
parliament  is  angry  and  frus- 
trated. The  charges  against  the 
Commission  are  of  mismanage- 
ment and  cronyism,  leading  in 
certain  cases  to  outright  fraud. 
Jacques  Santer,  the  Commission 
president,  and  his  colleagues 
have  foiled  to  provide  adequate 
reassurances  that  the  cases  are 
•tetng  properly  investigated,  and 
at  those  responsible  - includ- 
co  mmissioners  themselves  - 
■will  carry  the  can.  They  have 
brought  the  censure  motion  on 
themselves,  by  insisting  that 
they  stand  or  foil  together. 

That  may  prove  to  be  a false 
solidarity,  although  it  is  a legal 
one.  The  Commission  is  a college, 
appointed  by  all  15  member 
states.  But  its  members  have 
great  latitude  in  their  actions, 
and  Mr  Santer  cannot  sack  indi- 
viduals, even  if  they  are  Idle  or 
incompetent  Short  of  a full-scale 
investigation  by  the  European 
Court,  they  can  only  be  shamed 
into  resignation. 

Much  has  been  done  to 
improve  the  flnnnrta)  and  person- 
nel manngpm«»nt  pf  the  Commis- 
sion in  recent  years,  not  least 
thanks  to  reforms  introduced  by 
Erkki  Lilkanen.  the  budget  com- 
missioner, although  even  he  is 
inder  attack,  from  some  quarters, 
ndeed,  most  of  the  cases  in  ques- 
ion  pre-date  this  Commission, 
tut  dubious  personnel  appoint- 
lents  have  persisted,  as  does 
ladequate  financial  supervision. 

An  important  part  of  the  prob- 
in lies  with  the  proliferation  of 
refcg  imposed  on  the  Commis- 


sion - often  by  the  parliament  or 
Council  of  Ministers,  but  also 
self-inflicted  - for  which  it  does 
not  have  adequate  resources.  The 
aid  programme,  and  assistance  to 
the  emerging  democracies  of 
eastern  Europe,  are  classic 
Instances.  Overstretched  and 
understaffed,  the  Commission 
hires  outride  contractors  to  do  its 
work,  and  temporary  staff  on 
extended  contracts.  Mr  Santer 
defends  such  “administrative 
acrobatics*’.  But  when  the  rules 
get  bent,  opportunities  for  out- 
right corruption  are  created. 

Reforms  are  urgently  needed, 
and  not  least  a more  realistic 
approach  to  staffing  and  budget 
policy  from  the  Council  of  Minis- 
ters, the  Commission’s  paymas- 
ter. Investigation  of  corruption 
should  be  made  entirely  Indepen- 
dent of  the  Commission,  perhaps 
by  strengthening  the  Court  of 
Auditors.  And  member  states 
must  put  their  own  houses  in 
order:  most  corruption  in  EU 
spending  involves  national 
administrations,  not  Brussels. 

These  cases  are  not  adequate 
grounds  for  sacking  the  entire 
Commission.  By  vwn-ng  a nuclear 
weapon,  the  parliament  could 
damage  itself.  The  danger  is  that 
If  the  censure  motion  Is  passed 
by  a majority  short  of  two-thirds, 
the  Commission  will  ignore  it, 
but  be  mortally  wounded.  If  it  is 
approved  by  two-thirds  (and  an 
absolute  majority  of  all  MEPs), 
the  member  states  may  be 
tempted  to  overrule  them,  and 
reappoint  the  Commission,  rather 
than  let  all  EU  affairs  grind  to  a 
halt.  After  all,  the  parliament  is 
due  to  be  disbanded  for  uew  elec- 
tions in  the  summer,  but  the 

Commission  has  a job  to  do.  In 
particular.  Agenda  2000,  the  vital 
package  of  financial  reforms 
needed  to  pave  the  way  for 
enlargement,  must  be  approved 
this  year  if  budget  finance  is  to 
continue. 

There  may  be  grounds  for. 
naming  and  churning  individual 
commissioners,  however.  Those 
who  face  charges  of  cronyism  or 
mismanagement  should  be  pre- 
pared to  confront  the  European 
parliament  and  explain  them- 
selves. If  they  cannot  do  so,  they 
should  recognise  that  they  have 
lost  the  confidence  of  the  parlia- 
ment, and  do  the  honourable 
thing:  resign. 


World  status  begins  at  home 

Japan’s  prime  minister  is  in  Europe  trying  to  promote  the  yen,  but  his  ailing  country  would  be 
better  served  by  a strong  regional  policy,  write  Paul  Abrahams  and  Michiyo  Nakamoto 


The  timing  of  the  Euro- 
pean tour  by  Keizo  Obu- 
cbi,  Japan's  embattled 
prime  minister.  Is 
hardly  accidental. 

Mr  Obuchi  chose  the  week 
when  the  euro  began  trading  to 
go  on  a sales  mission  to  boost  his 
country’s  currency.  Japan  might 
be  accustomed  to  existing  in  a 
doUar-denomicated  world,  but  a 
successful  euro  could  further 
TTi?>rglnaiicp  the  yen,  confirming, 
its  status  as  a lightweight,  almost 
entirely  domestically  owned 
currency. 

Mr  Obuchi's  response  Is  to 
appeal  to  European  leaders  for 
greater  use  of  the  yen  interna- 
tionally. He  spelt  out  his  vision 
of  three  great  currencies  in  the 
world:  the  dollar,  the  euro  and.  of 
course,  the  yen. 

EQs  motives  are  more  down  to 
earth.  Extra  demand  for  Japa- 
nese assets,  particularly  bonds, 
would  reduce  the  government’s 
cost  of  capital  at  a time  when  the 
budget  deficit  is  ballooning. 

Bat  Mr  Obuchi’s  concerns  are 
less  about  economics  and  more 
about  politics,  In  particular  a 
growing  worry  about  his  coun- 
try's increasingly  uncertain 
status  in  the  global  order. 

Japan  appears  to  be  suffering 
from  a crisis  of  confidence, 
unsure  of  its  place  in  the  world. 
In  the  late  1960s,  during  the  cold 
war,  the  country  was  certain  of 
its  role  as  an  economic  power- 
house, confident  of  its  strong  ties 
with  the  west  and  the  US  is  par- 
ticular. 

Although  Japan  was  unable  to 
project  itself  militarily,  because 
of  its  post-war  pacifist  constitu- 
tion, its  rapidly  expanding  econ- 
omy and  industrial  might 
allowed  it  to  exart  influence  in 
other  ways,  such  as  foreign  aid 
and  investment. 

But  the  certainties  under- 
pinning Japanese  foreign  policy 
have  given  way.  The  break-up  of 
the  Soviet  Union  raised  uncom- 
fortable questions  about  the  need 
for  US  bases  in  Japan,  forcing  the 
country  to  grapple  with  its  rale 
In  the  shifting  and  uncertain 
balance  of  power  in  east  Asia. 

The  economy,  once  famously 
predicted  to  overtake  that  of  the 
US  by  2000,  is  stuck  in  recession, 
performing  so  badly  that  the  Jap- 
anese economic  model  appears 
discredited.  No  longer  do  its 
banks  and  corporations  seem  set 
to  eclipse  western  counterparts. 

Japanese  companies,  which  a 
decade  ago  triumphantly  bought 
trophy  assets  such  as  the  Rocke- 
feller Cents:  and  Hollywood  stu- 
dios, are  sellers  today.  Last  week. 
Mifanikosbi,  the  troubled  Tokyo 
department  store,  announced  it 
was  disposing  of  its  12  per  cent 
stake  in  Tiffany,  the  high-class 
US  jeweller. 

There  is  a sense  in  Japan  that 
it  is  in  danger  of  being  eclipsed 
by  the  rising  power  of  China  - a 
fear  heightened  last  year  when 
BUI  Clinton,  the  US  president, 
visited  China  for  a week  and  did 
not  stop  off  in  Japan. 

Some  interpreted  the  unin- 
tended snub  as  a shift  in  US  pri- 
orities in  Asia.  "There  were  real 
anxieties  after  Clinton’s  China 
visit,”  admits  Sadaaki  Numata, 
the  chief  spokesman  of  the  Japa- 
nese foreign  ministry. 

Mr  Obuchi's  European  trip  - 
and  his  efforts  to  bolster  the 
yen's  international  use  - must 
therefore  be  seen  in  the  context 
of  Japan’s  need  to  forge  a foreign 
policy  appropriate  for  the  new 
millennium 

“Without  a strong  currency, 
Japan’s  role  in  the  intarnational 
community  will  decline,"  insists 


Tomohisa  Ratranaira  president  of 
the  Research  Institute  for  Peace 
and  Stability,  a private  think- 
. tank  fit  Tokyo. 

The  question  is  whether  Mr 
Obuchi  picked  the  wrong  battle 
when  he  decided  to  push  the 
yen’s  international  role.  For 
many  market  strategists  believe 
the  chances  of  the  Japanese 
currency  becoming  an  equal  to 
the  dollar  or  even  the  euro  are 
remote. 

Foreigners  have  never  had 
compelling  reasons  to  hold  large 
quantities  of  the  Japanese 
currency  or  assets.  In  spite  of  the 
economy’s  size  - equivalent  to 
about  70  per  cent  of  Aria’s  gross 
domestic  product  - international 
Investors  have  been  consistently 
underweight  in  Japan. 

Since  1990,  equities  have  disap- 
pointed, with  the  Tokyo  equiva- 
lent of  the  big  board  down  more 
than  60  per  cent  Meanwhile,  tbe 
yield  on  government  bonds  is 
just  L67  per  cent  . — .- 

The  returns  on  bonds  are  so 
miserly  by  international  stan- 
dards that  foreign  ownership  of 
the  market  is  well  under  10  per 
cent,  according  to  Cameron 
Umetsu,  senior  foreign  exchange 
analyst  at  UBS. 

Worse,  the  Japanese  govern- 
ment's efforts  to  prop  up  the  mar- 
kets have  provided  powerful  dis- 


incentives for  international 
Investors  to  own  the  yen  and 
yen-based  assets. 

“The  government  may  have 
introduced  some  reforms  that 
should  add  liquidity  to  the  mar- 
ket making  ownership  of  Japa- 
nese bonds  marginally  more 
attractive,”  explains  Ken  Lanrion. 
currency  analyst  at  Deutsche 
Securities. 

But  not  much  will  change  until 
the  authorities  open  up  the  finan- 
cial markets  and  stop  intervening 


that  only  a tiny  proportion  of 
international  trade  is  yen-denom- 
inated - by  comparison  nearly 
four-fifths  involves  the  US  cur- 
rency. Even  trade  between  tbe 
Asian  and  European  subsidiaries 
of  Japanese  companies  is  mainly 
denominated  in  dollars. 

Moreover.  Japan's  record  as  an 
imperial  power  means  that  few,  if 
any.  other  Asian  leaders  would 
even  consider  encouraging  the 
creation  of  a regional  yen  bloc. 

Hie  sickly  state  of  the  econ- 


*A powerful  economy  creates  a strong 
currency.  But  a strong  currency  does 
not  create  a strong  economy.  The 
Japanese  have  got  it  back  to  front’ 


in  the  currency,  bond  and  equity 
markets.  “The  authorities  simply 
will  not. let  the  market  foil  to  a 
level  that  makes  shares  attrac- 
tive,” says  Mr  Landon. 

Worse,  Tokyo's  topsy-turvy 
policies  make  the  yen  one  of  the 
most  volatile  of  the  big  curren- 
cies. adding  to  the  risk  of  holding 
it. 

Hopes  that  the  yen  could 
become  Asia's  dominant  cur- 
rency are  hindered  by  the  feet 


Test  of  strength:  the  yen  against  tiie  dollar 
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omy,  the  absence  of  deregulated 
markets,  the  low  level  of  yen- 
denominated  international  trade, - 
and  the  suspicion  of  Japan's 
Asian  neighbours,  mean  that  Mr 
Obuchi's  vision  of  an  internation- 
alised yen  borders  on  fantasy. 
Even  Japanese  officials  admit: 
“We  may  have  begun  too  late. 
Now  there  are  two-and-a-half 
major  currencies,  not  three." 

Mr  Obuchi’s  ambitions  for  the 
yen  may  simply  be  wrong- 
headed,  With  the  economy  in 
recession  and  exports  actually 
failing  in  November  - the  last 
month  for  which  there  are  data  - 
a strong  yen  will  hinder  rather 
than  help  any  recovery. 

“The  Japanese  are  mixing 
cause  and  effect,”  warns  Mr  Lan- 
don.  “A  powerful  economy  cre- 
ates a strong  currency.  But  a 
strong  currency  does  not  create  a 
strong  economy.  Tbe  Japanese 
have  got  it  back  to  front” 

Japan  does  not  need  a strong 
currency  to  confirm  its  place  in 
the  world,  rather  it  needs  an 
appropriate  foreign  policy  - one 
that  will  probably  involve  assum- 
ing more  responsibilities  in  Asia, 


including  security  matters. 

Some  analysts  believe  an 
appropriate  ambition  for  Mr  Obu- 
chi would  be  to  forge  a role  that 
involved  Japan  providing  some 
form  of  leadership  for  the 
region’s  democracies.  That  could 
be  an  important  force  for 
regional  stability. 

However,  for  Japan  to  adopt 
such  a policy  would  require  the 
prime  minister  to  demonstrate 
hitherto  hidden  skills  So  for.  the 
Japanese  political  system  seems 
incapable  of  producing  a figure 
who  can  balance  assertiveness 
with  an  ability  to  calm  concerns 
in  the  neighbourhood  about  a 
more  influential  Japan. 

Mr  Obuchi  appears  incapable 
of  taking  a strung  foreign  policy 
stance  partly  because  his  powers 
as  prime  minister  are  so  limited- 
He  is  also  hamstrung  by  internal 
splits  in  the  ruling  Liberal  Demo- 
cratic party  and  main  opposition 
parties  over  the  issue  of  Japan's 
■external  policy.- 

As  usual,  the  biggest  headache 
remains  the  deployment  of  troops 
overseas,  even  in  conjunction 
with  the  US.  “Japan  is  a handi- 
capped nation.  It  has  abdicated 
the  option  of  military  participa- 
tion in  international  affairs,” 
says  Mr  Sakanaka. 

Japan's  concerns  over  its  place 
in  the  world  are  overstated. 
Japan  still  matters.  Though 
depressed,  its  economy  remains 
the  world's  second  largest;  the 
country  serves  as  headquarters 
for  some  of  the  world’s  biggest 
companies;  it  is  a global  leader  in 
electronics  and  precisian  engi- 
neering; and  it  is  still  an  impor- 
tant ally  of  the  US  - Mr  Clinton 
and  Mr  Obuchi  are  scheduled  to 
meet  this  spring  in  the  US,  their 
third  rendezvous  in  12  months. 

The  challenge  is  to  forge  a for- 
eign policy  more  in  tune  with 
Japan’s  economic  weight  Promo- 
ting the  yen  in  Europe  may  not 
provide  the  answer.  But  Mr  Obu- 
chi’s whistle-stop  tour  is  the  first 
step  on  a long  quest 


OBSERVER 


New  Sonia- 
bashing  season 

Indian  politics  are  always 
turbulent  but  once  again  they 
seem  to  be  heading  for  troubled 
waters.  When  Sonia  Gandhi,  the 
ItaDan-bom  widow  of  former 
Indian  prime  minister  Rajiv 
Gandhi,  altered  the  campaign 
fray  last  year  on  behalf  of  the 
Congress  party,  rivals  sniffed  that 
Indians  would  never  accept  a 
foreign-bom  leader. 

Yet  as  she  campaigned  on 
behalf  of  Congress  - always 
stressing  that  she  had  not  the 
slightest  intention  of  becoming 
prime  minister  — the  Hindu 
nationalist  Bharatiya  Janata  Party 
refrained  from  placing  too  much 
emphasis  on  the  novice 
politician's  foreign  roots. 

That  could  aD  be  changing. 

With  a Congress  party 
resurgence  under  way  following 
victories  in  three  key  state 
assembly  elections,  the  BJP  aid 
its  allies  aren't  likely  to  show 
anything  Gke  the  same  measured 
restraint  in  future.  Many  political 
inriders  believe  the  recent  spate 
of  attacks  on  Christians  in 
Gujarat  was  a warm-up  to  open 
season  on  Sonia  Gandhi,  who  is 
a Catholic. 

Hindu  groups  have  so  for 
justified  the  attacks  on  Christians 
claiming  that  missionaries  are 
forcibly  converting  tribals,  or 
using  materia]  incentives  to  lure 
Hindus  to  the  church.  Now 
leaders  of  the  Vishwa  Hindu 


Parishad,  or  World  Hindu 
Council,  are  stepping  up  the 
vitriol,  claiming  that  forcible 
conversions  of  Hindus  to 
Christianity  have  increased  since 
Gandhi  took  over  as  head  of  the 
Congress  party.  WB1  that  name 
ever  fail  to  arouse  passions? 

Cracking  up 

On  a brighter  note,  Bombay  was 
spotting  its  sides  with  laughter 
yesterday.  Thousands  turned  out 
to  celebrate  World  laughter  Day 
and  shout  “I  am  the  happiest 
person  in  this  world".  Organisers 
now  want  a laughing  competition 
In  the  Olympics  and  there  are 
plans  to  get  India's  huge 
workforce  to  start  every  day  with 
20  minutes  of  deep  breathing 
and  laughter  - but  without  any 
need  for  jokes.  It  seems  it's  the 
antidote  for  stress-related 
disorders  such  as  high  blood 
pressure  and  heart  disease. 
Might  not  have  foe  desired  effect 
on  the  boss  if  there's  too  much 

of  it  in  worktime. 

Chewing  on  it 

Remember  Woofle,  the  Infamous 
Aberdeen  collie  whose  life  was 
spared  after  Brigitte  Bardot  and 
the  combined  might  of  the 
Influential  British  tabloid 
newspapers  fought  a campaign 
to  save  him  from  the  Big  Sleep 
after  attacking  a postman? 

The  magazine  of  CWU,  the 
postal  workers'  union,  points  out 
that  while  the  dog  may  be  off 


death  row,  the  postman  he 
targeted  is  still  off  work  suffering 
from  stress  - most  of  it  caused 
by  the  verbal  abuse  and 
threatening  phone  calls  that 
followed  his  well- publicised  run 
In  with  Woofie's  sharp  end.  The 
pasties  have  in  any  case  been 
muttering  darkly  that  the  hound’s 
real  name  was  Wotfie  - but  that 
wasn’t  ‘cuddly  enough"  for  the 
media.  The  good  news  is  that  the 
Post  Office  Is  still  delivering  to 
Woofie’s  house  - “at  least  until 
the  next  attack". 

Over  the  line 

Come  on  lads,  play  the  gamel 
Observer  hears  a group  of 
Ugandan  international  soccer 
players  are  being  banned  from 
turning  out  to  play  in  the  league 
- until  they  hard  in  their  national 
kit 

it  seems  that  26  players  have 
been  hanging  on  to  the  uniforms 

and  boots  given  to  them  last 
year.  That's  not  all  - they’ve  still 
got  the  shingusrds,  travel  bags 
and  balls.  So  the  Ugandan 
Football  Association  says  they 
won’t  be  licensed  for  foe  new 
league  season,  which  starts  later 
this  month. 

The  kit  was  given  to  the 
players  for  a three-match  trip  to 
Austria  last  year.  Now  It's 
needed  for  the  country’s  African 
Nations  Cup  qualifier  against 
Liberia  in  Monrovia  in  under  two 
weeks'  time.  The  lads- obviously 
like  to  keep  mementos  of  their 
finest  90  minutes  - and  are 


prepared  to  tell  officials  to  go 
whistle  for  them. 


Arresting 


The  UK-based  Co-operative 
Bank's  decision  to  add  foe 
manufacture  of  leg  irons  to  its 
growing  list  of  "unethical* 
businesses  in  which  it  isn’t 
prepared  to  invest,  isn't  wonying 
industrial  group  Tomkins.  Smith 
& Wesson,  the  US  gunmaking 
subsidiary  that  sports  a handy 
sideline  in  leg  irons,  accounts  for 
only  1 per  cent  of  group  sales. 

The  US  operation  does, 
however,  sell  200.000  sets  of 
handcuffs  a year;  but  fewer  than 
half  of  these  go  to  law 
enforcement  agencies.  Tomkins 
director  Anthony  Spiro  reckons 
the  rest  are  destined  for  the 
"leisure"  market  in  one  form  or 
another,  though  he  declined  to 
elaborate.  Don’t  tell  the  Co-op 

killjoys,  or  they’ll  come  over  all 
ethical  again. 

Deflated 

After  surviving  hie  recent, 
aborted,  round-foe-worid  balloon 
adventure  unhurt,  intrepid  British 
aviator  Richard  Branson  has 
come  back  to  earth.  Retiring  to 
his  private  Caribbean  island  of 
Necker,  the  bearded  wanderer 
decided  to  venture  out  to  sea  on 
a yacht  But  the  craft  overturned 
and  one  of  Branson’s  hapless 
fellow  mariners  landed  on  top  of 
him.  The  bearded  balloonist  Is 
now  nursing  two  broken  ribs. 


100  years  ago 

French  Insolence 
When  in  1890  Great  Britain 
recognised  the  Protectorate  of 
France  in  Madagascar,  it  was 
agreed  that  the  rights  of 
British  citizens  on  the  island 
would  be  unaffected.  But 
France  has  undoubtecfly 
ignored  the  condition  agreed 
In  1690.  When  a hostile 
expedition  was  sent  from  the 
Republic  to  Madagascar  a few 
years  ago,  the  British 
Government  satisfied 
themselves  that  nothing  more 
than  enforcement  of  the 
Protectorate  was  in  view. 
Annexation  has,  of  course, 
followed;  and  not  only  that 
tariff  changes  have  been 
introduced  with  foe  obvious 
intention  of  fostering  French 
commerce  by  crushing  English 

trade. 

50  years  ago 

Alarm  In  China 
Shanghai,  Jan.  10.  Chinese 
observers  doubt  whether 
mediation  by  the  Big  Powers 
is  possible  If  Generalissimo 
Chiang  Ka  Shek  remains  in 
power.  Reports  persist  that  the 
General  is  preparing  to  leave 
Pelting,  despite  official  denials. 
The  confusing  political  outlook 
Is  impressing  markets  to  such 
an  extent  that.the  black  dollar 
has  gained  100 per  cent  v 
during  the  past  46  hours. 
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Deutschland  doldrums 


Some  recovery  that  was.  December's 
unexpectedly  sharp  increase  in  German 
unemployment  to  10.8  per  cent  was  an 
unpleasant  reminder  of  how  shallow 
growth  in  the  euro-zone's  largest  economy 
Will  be  thw  year.  Indeed,  Germany,  which 
accounts  for  36  per  cent  of  euro-zone 
Gross  Domestic  Product,  is  likely  to  be 
the  area's  economic  laggard  In  1999.  Mar- 
ket GDP  forecasts  are  now  down  to 
around  1.5  per  cent,  at  least  a half-point 
below  the  euro-zone  average.  And  with 
the  likes  of  UK  building  materials  firm 
RMC  busy  laying  off  German  workers, 
things  could  get  worse  fast.  Under  the 
pressure  of  euro  price  transparency  and 
tougher  competition  for  capital,  the  need 
for  micro  reforms  to  Germany's  labour 
market  will  only  increase. 

For  Investors,  maintaining  a cautious 
stance  towards  German  equities  seems 
advisable,  even  though  the  Dax  has 
shown  more  restraint  than  other  Conti- 
nental bourses  in  retracing  its  steps 
towards  last  year's  highs.  The  scope  for 
further  earnings  disappointments  is 
considerable. 

Still,  the  interest  rate  outlook  should  be 
some  support.  Given  depressed  inflation 
levels,  not  just  in  Germany  where  prices 
may  rise  by  little  more  than  0.5  per  cent 
in  1999,  but  in  the  euro- zone  as  a whole, 
the  European  Central  Bank  still  has  scope 
for  looser  monetary  policy  in  the  months 
ahead.  Given  the  unhappy  outlook  for 
Oskar  Lafontaine's  “alliance  for  jobs",  the 
ECB  will  surely  feel  political  pressure  to 
exploit  its  margin  for  monetary  manoeu- 
vre. 

Mexico 

Telephone  callers  put  on  hold  at 
Mexico’s  central  bank  are  treated  to  BQly 
Joel's  “Honesty  is  such  a lonely  word". 
Credibility  would  be  more  apt  One  year 
after  Guillermo  Ortiz  became  governor  of 
Banco  de  Mexico,  inflation  has  returned 
to  haunt  the  country  and  his  credibility  is 
ou  the  line.  Mexico's  consumer  price 
index  last  year  rose  18.6  per  cent,  dwarf- 
ing the  minuscule  rates  of  Latin  Amer- 
ica’s other  big  economies.  It  also  far  over- 
shot the  bank's  12  per  cent  target  and  few 
believe  In  this  year's  13  per  cent  goaL 

There  were  plenty  of  excuses  in  1998: 
the  oil  price  shock,  global  financial  tur- 
moil and  El  Niho-related  droughts  and 


Mexico  inflation 
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flooding.  But  the  mandate  of  the  central 
bank  Is  to  fight  inflation,  even  during 
tough  times.  To  do  so,  it  desperately 
needs  to  strengthen  co-ordination  with  fis- 
cal policymakers.  Last  year's  interest  rate 
increases  were  blunted  by  rampant 
Increases  in  public  sector  prices.  Presi- 
dent Ernesto  Zedillo’s  failure  to  wean 
Mexico's  tax  system  off  vulnerable  oil  rev- 
enues has  led  to* of  all  things,  fuel  price 
increases  to  plug  holes  in  the  budget. 

Most  importantly,  Mr  Ortiz  - who  once 
harboured  presidential  ambitions  as  a 
member  of  the  ruling  Institutional  Revo- 
lutionary Party  CPR1)  - must  now  assert 
the  theoretical  autonomy  of  the  central 
bank  in  practice.  IBs  job  is  to  fight  infla- 
tion, even  If  tighter  monetary  policy  hurts 
growth  and  the  PRTs  chances  in  presiden- 
tial elections  next  year. 

Euribor  vs  euro-Libor 

London's  detractors  should  not  get  too 
excited  about  news  of  the  initial  success 
of  Euribor,  the  Brussels-inspired  bench- 
mark for  the  money  markets,  over  the 
City's  competing  euro-Libor  benchmark. 
Although  great  prestige  is  attached  to  the 
fact  that  London  gives  its  name  to  bench- 
mark money  market  rates  for  lending  In 
the  dollar  and  other  leading  currencies, 
euro-Libor’s  success  - or  failure  - has 
little  obvious  bearing  on  the  City's  viabil- 
ity as  a financial  centre. 

In  fact,  there  are  early  signs  that  Lon- 
don could  have  already  increased  its  dom- 
inant share  of  trading  in  Europe's  money 
markets  since  the  launch  of  the  euro  last 


week.  After  all,  the  daily  quotes  used  to 
compile  the  Euribor  rate  are  mostly  pro- 
vided by  European  banks  based  is  Lon- 
don. There  is  no  sign  they  are  planning  to 
up  stakes  and  shift  their  money  market 
and  derivatives  operations  to  Frankfurt  or 
Paris. 

The  outlook  for  the  London  Interna- 
tional Financial  Futures  and  Options 
Exchange  - the  first  to  trumpet  Euribor’s 
popularity  last  week  when  it  said  it  would 
launch  contracts  based  on  the  new  bench- 
mark - hinges  on  the  smooth  introduc- 
tion of  its  new  electronic  trading  system 
later  this  year.  By  launching  euro- 
denoxninated  contracts  based  on  Libor  as 
well  as  Euribor,  Liffe  has  sensibly  hedged 
its  bets  (as  befits  a derivatives  exchange). 
ijffe  still  faces  an  uphill  tasir  in  winning 
back  supremacy  from  Eurex,  its  Frank- 
furt-based rival.  But  having  already 
embraced  Euribor,  Liffe  has  neutralised 
any  threat  from  that  quarter. 

Oracle 

While  rivals  such  as  SAP  and  Baan 
stumble,  Oracle's  shares  keep  testing  new 
highs.  All  three  offer  corporate  software 
that  automates  and  stitches  together 
back-office  functions,  known  as  enterprise 
resource  planning. 

Oracle  will  not  escape  one  concent, 
which  contributed  to  SAP’s  recent  drop, 
namely  that  companies  will  divert  their 
IT  resources  to  dealing  with  Millennium 
bugs.  This  could  depress  growth  In  licence 
revenue  to  20  per  cent  or  less  - much 
lower  than  recent  years. 

Oracle,  though,  is  taking  the  next  step 
in  corporate  software  development  the 
leap  out  of  back-  into  front-office  software 
to  improve  a company’s  marketing  and 
sales  operations.  It  is  also  experimenting 
with  selling  its  enterprise  software  appli- 
cations over  the  internet.  This  grab-bag  of 
new  products  may  not  be  elegant.  But 
they  could  be  among  the  first,  which  is  a 
threat  to  the  likes  of  SAP.  Meanwhile. 
Oracle's  core  database  business  is  claim- 
ing a first  with  a version  for  internet 
computing. 

Still,  the  near  doubling  of  the  shares 
since  the  autumn  understates  the  risks. 
Microsoft  loams  large,  as  it  muscles  Into 
the  database  market  Oracle  must  not  lose 
sight  of  the  danger  as  it  seeks  to  stretch 
its  business  across  new  markets. 
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FT  WEATHER  GUIDE 


Europe  today 

The  Alps,  eastern  France  and 
southern  Germany  win  be  very  cold 

with  snow.  Northern  Germany  and 

tee  Low  Countries  should  escape 

tee  worst  of  tee  snow,  but  there 

vnB  be  a very  cold  north-east  wind. 

Eastern  Europe  win  be  cloudy  with 

occasional  snow  flurries.  Most  of 

Scandinavia,  tee  Battle  states  and 

western  Russia  wifi  be  largely  fine 

and  settled,  with  severe  frost  The 

eastern  Mediterranean  wiH  be 
warm  with  sunshine,  aid  Italy  will 

be  cool  and  showery.  Northern  and 

eastern  Spain  wfl!  be  bright,  end 

Portugal  and  western  Spain  win 

have  heavy  showers. 

Five-day  forecast 
There  wifl  be  snow  and  freezing 
rain  In  places,  and  North-west 

Europe  wiD  become  warms'  and 

more  unsettled  from  Wednesday 

with  rain  spreading  from  the 
north-west  Central  Europe  wiR  be 
cold  until  Thursday  with  snow 

hurries,  but  it  wiH  become  milder 

an  Friday. 


Station  a*  mfcfcby.  Tampmauns  maximum  for  day.  Forecasts  by  T^WEATBDERCENTRE 
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Currency  exchange  charges 
in  euro-zone  under  attack 


By  Peter  Wba  In  Lisboa 
and  oar  Brasses  staff 


The  European  Commission  is  to 
examine  bank  charges  in  the  euro- 
zone because  it  fears  excessive 
commissions  for  conversions 
between  Europe’s  former  currencies 
could  undermine  public 
in  the  euro. 

Anecdotal  evidence  suggested  that 
charges  for  converting  notes  and 
travellers’  cheques  In  the  11  legacy 
currencies  - which  will  be  replaced 
by  euros  in  2002  - were  “frighten- 
ingly high"  in  some  countries,  a 
senior  Commission  nffinini  said. 

Exchange  rates  for  the  11  curren- 
cies were  fiygfl  permanently  against 
the  euro  cm  December  31,  eliminat- 
ing exchange-rate  risk  among  the 
euro-zone  currencies.  But  banks  in 
some  countries  were  still  charging 
“totally  preposterous"  commissions 
of  as  much  as  4 per  cent  for  conver- 
sions between  the  11  currencies,  the 

nffir-ial  said. 

“It  is  legitimate  to  assume  that  the 
removal  of  exchange  rate  fluctua- 
tions and  risk  between  the  euro  cur- 


rencies should  bring  down  the  cost 
of  converting  them,"  he  said. 

“It  is  a very  serious  matter  that 
could  undermine  public  confidence 
in  the  euro  if  banks  are  amply  mak- 
ing up  for  what  they  lose  on  foe 

spread  between  buy  and  all  rates  by 

increasing  their  commission. " 

Although  currency  fluctuations 
have  been  eliminated,  banks  still 
have  to  cover  staff,  training,  storage, 
security  and  other  costs  involved  in 
converting  euro  currencies.  How- 
ever, because  these  costs  have  not 
been  changed  by  foe  advent  of  the 
euro.  Commission  officials  say  there 
is  no  argument  for  higher  commis- 
sions. , 

European  Union  regulations  pro- 
hibit banks  flnm  making  conversion 
charges  for  payments  made  into 
euro-zone  bank  accounts  in  euros  or 
any  of  the  ll  national  currencies. 
They  algf|  recommend  that  similar 
outgoing  payments  be  free  of  charge. 

But  the  question  of  charges  for  the 
exchange  of  national  currency  notes 
and  travellers’  cheques  in  the  euro- 
zone is  a grey  area  not  covered  by 
regulation. 


•"There  was  an  unspoken  rule  that 
these  conversions  should  be  cost 
neutral"  said  foe  official 

According  to  Commission  officials, 
the  tanking  associations  of  Italy  and 
Germany  have  recommended  that 
banks  charge  maximum  commis- 
sions of  3 and  4 per  cent  respectively 
for  conversions  between,  the  n 
currencies. 

But  in  Portugal  the  central 
has  drawn  up  a protocol,  sign 
all  commercial  banks,  limiting 
charge  for  converting  other  eure 

rencies  into  escudos  to  0.6  per  

“The  aim  of  the  agreement  Is  to 
ensure  that  the  public  benefits  from 
the  savings  resulting  from  the  single 
currency.”  a Bank  of  Portugal  offi- 
cial said. 

Portuguese  banks  are  free  to  deter- 
mine their  own  commissions  for  con- 
verting escudos  into  the  other  cur- 
rencies but  most  have  opted  foe  (IS 
per  cent.  However,  one  bureau  de 
change  that  has  not  signed  up  to  the 
protocol  was  charging  1.5  per  cent 
yesterday. 

Shunning  eon)  will  ham  London,  page  2 


Opposition  hones  challenge  to 
Bonn9s  dual  citizenship  plan 


By  Frederick  StOdemann  la  Bonn 


Germany's  main  opposition  parties 
will  this  week  finalise  the  wording  of 
a controversial  petition  protesting  at 
government  plans  to  offer  dual  citi- 
zenship to  more  than  Tm  foreigners 
firing  in  the  country. 

Critics  warn  that  the  collection  of 
signatures  will  stoke  up  racial 
tensions. 

The  conservative  Christian  Demo- 
cratic Union  and  its  Bavarian  sister 
party,  the  Christian  Social  Union, 
stood  firm  at  foe  weekend  on  their 
plans  to  mobilise  opposition  to  Chan- 
cellor Gerhard  Schroder’s  proposals 
to  liberalise  antiquated  citizenship 
laws  in  spite  of  the  feet  that  the 
issue  has  expose d splits  within  their 
own  ranks. 

The  CDU  said  the  collection  of  sig- 
natures on  market  squares  and  other 
public  places  would  start  at  the  end 
of  this  month  unless  Mr  Schitider 
backed  down. 

The  party,  which  under  former 
chancellor  Helmut  Kohl  led  the  gov- 
ernment for  16  years  until  its  defeat 
by  Mr  SchrOder  last  October,  said  it 


did  not  rule  out  taking  the  issue  to 
foe  constitutional  court,  Germany’s 
highest  legal  authority. 

The  opposition's  initiative  is  its 
first  attempt  to  issue  a significant 
broadside  against  Mr  Schrtder.  His 
“red -green”  coalition  of  Social  Demo- 
crats and  Greens  is  about  to  reveal 
details  of  its  proposed  reform  of  citi- 
zenship laws,  which  are  based  on 
blood  lineage  and  widely  viewed  as 
exclusive.  The  opposition  also  hopes 
to -gain  votes  from  the  issue  in 
regional  state  elections  in  Hesse 
next  month. 

The  government  says  that,  by 
offering  passports  to  foreigners  who 
have  been  long-term  residents  in 
Germany  or  who  were  bom  in  the 
country,  social  tensions  will  be 
reduced.  At  present  most  foreigners, 
many  of  whom  came  to  Germany  as 
Gastorbeiter  (guest  workers)  to  make 
up  labour  shortfalls,  are  not  allowed 
to  vote  or  hold  public  office.  Acquir- 
ing German  citizenship  is  a long  and 
difficult  process. 

Wolfgang  Schauble,  Mr  Kohl’s  suc- 
cessor as  CDU  chairman,  said  at  the 
weekend  that  his  party  was  also 


committed  to  making  foe  integration 
of  foreign  residents  into  society 
easier.  But  he  said  the  best  way  to 
achieve  this  was  to  reform  the 
70-year-old  citizenship  Ians  and  not 
through  dual  citizenship. 

The  CSU  has  been  more  hard-line 
on  the  issue,  suggesting  that  dual 
citizenship  will  lead  to  mass  immi- 
gration. higher  unemployment, 
urban  ghettos  and  extremist  vio- 
lence. 

The  row  has  also  exposed  rivalries 
within  the  CDU  and  CSU.  Mr  SchatV 
ble  and  the  CDU  were  wrong-footed 
by  the  more  right-wing  CSU  which 
originally  put  forward  plans  for  a 
petition. 

The  CSU,  and  in  particular 
Edmund  Stoiber,  foe  Bavarian,  presi- 
dent and  chairman -designate  of  foe, 
party,  is  seeking  to  grasp  pole 
tion  within  the  opposition.  Secure  ». 1 
its  Bavarian  base,  where  it  has  held, 
a majority  at  state  level  for  four 
decades,  the  CSU  is  more  self-confi- 
dent than  the  CDU.  which  is  facing 
the  prospect  of  redefining  itself  after 
more  than  20  years  of  leadership  by 
Mr  Kohl. 


Yet  another  charity 
trying  to  get 
as  much  as  it  can 


RoaUsjjjffr  Potential:  Physical  disability  should  not  be  a limitation 

John  Grooms  PriJVktes  residential  care,  independent  living,  training,  accessible  housing  and  holiday 
facilities  for  dimmed  people  throughout  the  UK,  and  a daycare  centre  in  Suffolk  for  shock  or  traumatic 
brain  injury  sufferers.  Wb  help  by  working  in  partnership  with  people, td -improve  their  quality  of  fife, 
to  maximisrrtheir  freedom  of  choice,  to  respect  their  dignity  at  all  times  and  to  achieve  a level  of 
independentinring  appropriate  to  their  needs  and  desires. 

Hi  Hertford*'.™  we  own  and  run  a commercial  horticultural  nursery  called,  appropriately  enough 
HOPE.  There  era  provide  disabled  people  with  fall  time  employment,  wo*  access  prorammes^nd 
skills  developnwnt  far  the  long  term  unemployed.  Every  time  a skilled,  capable  and  (Sent  disabled 
prsson  succeeds  in  securing  fa«  brne  wo*  wo  know  »ro  a™  bring  about  roal  and  bafag  change 

Ibur  hdp  today  wlii'ttll^w  ifa  fa  nondhueteauppgrt  disabled  people  in  realiaingllieir  potential. 

fta-e  make  a.n^«t(a«miTOefc0  mrodo 


Please  ffll  out  the  coupon  below  or  call  now  with  your  credit  card  donation 
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. ..  Czech  state  to  draw  up  CSOB  list 


The  Czech  government  is  to  draw  up  a shortlist 
...  by  the  end  of  this  month  of  bidders  for  the  sale 
pf  Ceskoslovenska  Obchodni  Banka,  the  court- 

■ Jry’8  fourth-biggest  bank.  In  which  the  Czech 
' v state  is  offering  at  least  a 51  per  cent  stake 

' ■fSm  its  66  per  cent  shareholding.  Page  20 

Sumitomo  may  sell  Gottardo  stake 

..._  Sumitomo  Bank,  Japan's  second-biggest  bank, 
is  considering  selling  its  controlling  stake  in 
•-  /i.  Bwica  del  Gottardo,  one  of  Switzerland's  larg- 
■;i*  ,‘m. private  banks,  Sumitomo's  53  per  cent 
Mp<B  is  now  worth  about  $900m.  Page  19 

Potash  moves  for  Israel  Chemicals 

■ Potash  Corporation  of  Saskatchewan,  the 

.world’s  biggest  potash  producer,  has  moved  to 
secure  control  of  Israel  Chemicals,  the  axport- 
xtriven  chemicals  group,  by  acquiring  a 53  per 
cent  stake  in  Israel  Corporation,  one  of  Israel's 

■ biggest  holding  companies.  Page  21 


lioiK's  challenge, 

citizenship  pfai 


Aegon  sceptical  of  euro-zone  market 

Aegon,  the  international  fife  assurance  and  pen- 
sions group,  is  enthusiastic  about  the  launch  of 
the  euro.  However,  it  remains  sceptical  over 
how  much  scope  there  wilt  be  in  the  euro-zone 
for  a consolidated  European  market  in  Insur- 
ance and  pension  products.  Page  19 


Jittery  euro  remains  focus  for  trade 

DaBar.  ./• 


5 part 
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After  a jittery  first  week 
of  trading,  the  euro 
should  continue  to  be 
the  focus  of  global 
trading  this  week, 
although  there  will  be 
few  euro-zone  data 
from  which  the  markets 
will  be  able  to  build 
positions.  Problems 
with  the  clearing  sys- 
tem last  week  meant 
liquidity  was  slow  to 


build  in  toe  markets  and  few  participants  with 
bullish  views  on  the  euro  have  followed  their 
own  advice.  Currencies,  Page  24 


: Euro  bond  market  rivals  the  US 

■ . ..  . The  birth  of  the  euro  has  created  a government 

bond  market  to  rival  toe  US-  The  euro  bond 
market  is  $4.4bn;  toe  US  Treasury  market  is 
roughly  $3.7bn.  The  shift  by  investors  from  US 
Treasuries  to  euro  bonds  will  add  to  pressures 
- - that  could  drag  down  toe  dollar.  Page  20 

Strong  employment  fuels  Wall  Street 

The  frantic  start  of  1999  looks  set  to  continue  in 
New  York  with  toe  release  of  important  eco- 
nbmic  data.  The  employment  report  for  Decem- 
w - tofrshowed  greater  strength  than  expected,  and 

^ '•  l T^pshould  hersase  the  focus  on  the  release  of 

jbnsumer  prices  and  retail  sales  figures  for 
December.  Market  Week  Page  22 


Indonesian  rebound  not  sustainable 

Last  week,  the  Jakarta  Stock  Exchange  com- 
posite index  turned  in  a net  gain  over  toe  five 
days  of  10.3  per  cent  But  analysts  said  shares 
had  risen  faster  than  elsewhere  because  of  the 
- disproportionately  heavy  impact  of  renewed  for- 
elgn  buying  across  Asia  on  Jakarta’s  tow  trad- 
ing volume.  Emerging  Market  Focus,  Page  21 
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f T GUIDE  TO  THE  WEEK 
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GERMAN  CABINET  MEETS  COMMISSION 

A pint  meeting  of  the  European  Commission 
and  Germany's  cabinet  in  Bonn  today  will 
discuss  the  country’s  main  goals  of  Its 
■ax-month  presidency  - reforms  to  EU  finances 
Jkji  measures  on  job  creation. 

SrfO  BANANA  CONFERENCE 
'The  World  Trade  Organisation  meets  In  Geneva 
on  Tuesday  to  took  kito  the  European  Union’s 
banana  import  regime,  which,  toe  US  claims, 
discriminates  against  Latin  American  bananas 
and  US  distributors. 

OBUCHI  TO  RESHUFFLE  CABINET 
Keizo  Obuchi,  Japanese  prime  minister,  is 
expected  to  reshuffle  his  cabinet  on  Thursday 
to  form  a coalition  government  with  the  Liberal 
Democratic  party  and  the  Liberal  party. 
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PRINTERS 
FAX  MACHINES 


BRITISH  AND  FRENCH  ARMOURED  VEHICLE  MAKERS  DISCUSS  POSSIBLE  STRATEGIC  PARTNERSHIP 

Vickers  arid 
Giat  in  talks 
on  alliance 


British  sokflara  with  Vickers  Chaftangartewta:  ddrvaiy  of  382  Challenger  2s  wflt  be  completed  In  about  a y ear 


By  Alexander  Hteofi, 
Defence  Correspondent 


Vickers  and  Giat,  respectively 
Britain's  and  France’s  only 
manufacturers  of  main  battle 
tanks,  are  discussing  a strate- 
gic partnership  that  would  be 
an  important  step  towards 
rationalising  Europe's  over- 
crowded armoured  vehicle 
industry. 

The  British  engineering 
group  yesterday  declined  to 
confirm  or  deny  a newspaper 
report  that  it  planned  to  join 
forces  with  Giat,  the  French 
state-owned  armaments  con- 
cern that  has  been  making 
heavy  losses. 

However,  it  is  understood 
that  talks  on  a joint  venture  in 
specialised  equipment,  such  as 
military  bridges,  have  expen- 
ded to  encompass  a possible 
broader  alliance.  An  announce- 
ment could  he  made  soon,  but 


By  Paul  Betts  fri  MBan 


A power  struggle  over  the 
management  control  and  inter- 
national alliances  of  UniCre- 
dito  Italiano,  Italy's  largest 
bank  in  terms  of  stock  market 
capitalisation,  is  expected  to 
come  to  a head  today  at  a 
shareholders'  meeting  to  elect 
a new  board. 

The  battle  is  pitting  the 
charitable  foundations  that 
agreed  last  year  to  merge  their 
regional  hanks  with  the  Milan- 
based  Credito  Italiano  - to 


By  Edward  Luce,  Capital 
Markets  Etfitor 


Clearnet,  the  clearing  house 
owned  by  the  French  stock 
exchange,  is  to  compete  head 
on  with  the  London  Clearing 
House  for  supremacy  in 
Europe’s  government  bond 
markets. 

The  French  clearer,  a subsid- 
iary of  the  Society  des  Bourses 
Franpaises,  is  to  extend  its 
Paris-based  operations  to  the 


it  is  likely  to  signal  an  inten- 
tion to  co-operate  rather  than 
being  a specific  agreement. 

German  companies  such  as 
Krauss-Maffai  and  Rheinmetail 
are  emerging  as  leaders  of  a 
slimmed -down  European 
armoured  vehicle  sector, 
though  a new  British  force  has 
been  created  by  the  absorption 
of  GEN’S  interests  into  Alvis, 
which  also  purchased  Bagg- 
Iunds  of  Sweden. 

Vickers  Defence  Systems  is 
closing  its  Leeds  plant  because 
of  a dearth  of  orders,  leaving 
only  its  Newcastle  factory  and 
a small  plant  in  Wolverhamp- 
ton. Delivery  of  386  Challenger 
2 main  battle  tanks  to- the  Brit- 
ish Army  will  be  completed  in 
about  a year.  Only  one  export 
order,  for  Oman,  has  been 
won,  though  the  company 
hopes  in  Greece  and  South 
Africa. 

After  being  on  the  losing 


management  of  Credito  Ital- 
iano and  its  traditional  core 
shareholders. 

The  agreement  between  the 
foundations  controlling  the 
Cassa  dl  Rispannio  di  Verona, 
the  Cassamarca  and  the  Cassa 
di  Rispannio  di  Torino  - three 
rich  north  Italian  regional 
banks  - with  Credito  Italiano 
created  one  of  Italy's  largest 
new  hanking  concentrations  at 
a time  of  rapid  consolidation 
in  the  sector. 

However,  tbe  Verona  and 
Cassamarca  foundations  have 
sought  to  assert  their  lnflu- 


German  government  bond  and 
repurchase  (repo)  market  at 
the  end  of  this  month 
This  would  make  Clearnet 
the  first  clearing  house  to  pro- 
vide such  services  for  Europe’s 
government  bond  and  repo 
markets.  The  LCH.  which 
clears  trades  on  London's 
derivatives,  metals  and  petro- 
leum exchanges  and  is 
Europe’s  largest  clearing 
house,  hopes  to  launch  a clear- 
ing service  for  Europe's  fledg- 


side  in  a competition  with  Ger- 
man and  French  companies  for 
the  next  generation  of 
armoured  personnel  carriers, 
the  “battlefield  taxi",  Vickers 
urgently  needs  to  strike  an 
alliance  if  it  is  to  stay  in  the 
defence  business.  The  group, 
having  sold  Rolls-Royce  Motor 
Cars,  the  Coswarth  specialist 
engine  business  and  its  medi- 
cal equipment  interests,  is 


ence  in  UniCredito.  which  they 
have  felt  was  coming  too 
strongly  under  the  grip  of 
Alessandro  Profumo,  Credito 
Italiano’s  highly  respected 
chief  executive,  and  Lucio 
Rondelli,  Credito  Italiano's  vet- 
eran chairman. 

The  Cassa  di  Rispannio  di 
Torino  foundation  has  90  far 
unsuccessfully  sought  to  medi- 
ate the  dispute  that  last  night 
appeared  to  he  heading  for  a 
clash  at  today's  meeting. 

Up  to  a week  ago  the  meet- 
ing in  Genoa  was  widely  seen 
as  a formality,  with  the  foun- 


ling  repo  market  in  the  second 
half  of  1999. 

Others  including.  GSCC.  the 
US  house  that  clears  repo  trad- 
ing in  US  Treasury  bonds,  are 
thought  to  he  looking  at  the 
European  repo  market  An  offi- 
cial at  a US  investment  bank 
in  London  said:  “This  is  shap- 
ing up  to  be  the  battle  of  the 
clearers.  Whichever  prevails 
will  have  rich  pickings.” 

The  move  brings  the  esoteric 
world  of  clearing  into  the 


focusing  increasingly  on 
marine  engineering. 

Giat  has  also  been  looking 
for  cross-border  alliances  to 
help  it  remain  a viable  busi- 
ness. A thorough  revamp, 
under  the  chairmanship  of  Jac- 
ques Loppion,  will  lead  to  the 
loss  of  17,000  jobs.  It  will  still 
have  10,000  employees  across  a 
range  of  vehicle  and  munitions 
businesses,  compared  with 


dations  and  Credito  Italiano 
approving  a new  board  and  tbe 
current  management  of  the 
enlarged  bank,  led  by  Mr  Pro- 
ftuno. 

But  tbe  Cassa  di  Rispannio 
di  Verona  and  Cassamarca 
sold  0.75  per  cent  of  their  stake 
in  UniCredito  to  Deutsche 
Bank  without  informing  the 
UniCredito  management  Deut- 
sche Bank,  which  has  long 
sought  to  expand  in  the  Italian 
banking  sector,  is  now 
believed  to  own  about  2 per 
cent  of  UniCredito.  The  move 
took  UniCredito's  management 


broader  battle  between  Lon- 
don, Paris  and  Frankfurt  for  a 
dominant  share  of  business  in 
the  European  single  currency. 
Clearing  houses  act  as  “central 
counterparties’’  for  banks  and 
market  users  trading  in  deriva- 
tives, repos  and  other  leading 
financial  instruments! 

By  using  a central  counter- 
party that  dears  a number  of 
diverse  markets,  banks  nan 
reduce  the  capital  they  need  to 
set  aside  against  the  risk  of 


1,600  for  the  more  specialised 
Vickers. 

Though  the  French  govern- 
ment has  shown  itself  willing 
to  privatise  defence  companies 
to  facilitate  cross-border  merg- 
ers. the  view  in  Paris  is  that 
Giat  should  not  be  sold  until  it 
is  restored  to  profitability. 
However,  transactions  involv- 
ing parts  of  the  group  are  pos- 
sible. 


by  surprise  and  was  seen  as  an 
effort  by  tbe  foundations  to 
strengthen  their  influence  in 
the  banking  group,  whose 
other  international  sharehold- 
ers indude  Allianz,  the  Ger- 
man insurer  and  a Deutsche 
Rank  rival  in  Italy,  and  Soti6t£ 
G€n6ra)e  of  France. 

The  three  foundations  hold  a 
combined  38  per  cent  stake  in 
UniCredito  but  under  the 
merger  agreement  can  only 
exercise  the  votes  on  12  per 
cent  of  their  shares.  They  have 
also  agreed  to  shed  half  their 
stakes  by  the  end  of  next  year. 


default  It  is  considered  a vital 
growth  sector  when  banks  are 
aggressively  seeking  to 
improve  return  on  capital  and 
reduce  costs. 

By  extending  such  services 
to  the  European  repo  market 
for  the  first  time,  LCH  and 
Clearnet  hope  to  steal  a march 
on  competitors  such  as  the 
Deutsche  clearing  house, 
which  clears  trades  on  tbe 
Frankfurt  stock  and  deriva- 
tives exchanges. 


Vodafone’s 
chances  of 
successful 
Air  Touch 
bid  boosted 

By  Alan  Cane  fn  London 


Vodafone's  chances  or 
succeeding  in  its  $55bn  offer 
for  AiiTouch  increased  signifi- 
cantly over  the  weekend  as 
two  potential  rivals  to  acquire 
the  US-based  cellular  phone 
operator  were  ruled  out  of  the 
bidding. 

If  Vodafone’s  bid  is  success- 
ful, the  combined  company 
would  be  the  world's  biggest 
mobile  phone  operator  and  the 
first  large  enough  to  compete 
with  fixed-wire  operators  on 
equal  terms. 

On  Friday,  MCI  WorldCom, 
the  aggressively  acquisitive  US 
fixed-line  operator,  said  that, 
following  an  informal 
approach  to  AiiTouch,  it  had 
decided  against  making  a bid 
“at  this  time". 

British  Telecommunications 
refused  to  comment  an  news- 
paper reports  that  it  was  seek- 
ing a US  partner  to  make  a 
joint  bid. 

People  familiar  with  the  situ- 
ation. however,  say  BT  has  no 
interest  in  acquiring  Air- 
Touch.  It  is  already  frilly  occu- 
pied working  through  the  con- 
sequences of  its  partnership, 
announced  last  year,  with 
AT&T,  the  largest  US  long  dis- 
tance operator. 

The  partnership,  which 
plans  to  build  a global  high-ca- 
pacity data  network  to  secure 
the  lion’s  share  of  the  world’s 
international  business  traffic, 
has  yet  to  achieve  regulatory 
approval. 

Meanwhile.  Vodafone,  the 
UK's  largest  mobile  phone 
operator,  is  still  awaiting  a 
response  to  its  bid  either  from 
AiiTouch  or  from  Bell  Atlan- 
tic, the  US  regional  phone 
group-  whose  $45bn  bid  for  Air- 
Touch  two  weeks  ago  signalled 
the  start  of  the  bidding  battle. 

Kenneth  Hydon.  Vodafone 
finance  director,  opened  direct 
discussions  with  AiiTouch  In 
New  York  last  week  but  has 
returned  to  the  UK. 

Chris  Gent,  Vodafone  chief 
executive,  is  also  back  at 
Vodafone's  Berkshire  head- 
quarters after  returning  from 
holiday. 

The  withdrawal  of  MCI 
WorldCom  and  the  apparent 
lack  of  interest  shown  by  BT 
suggests  that  Vodafone’s  strat- 
egy of  attempting  to  deliver  a 
knockout  blow  to  potential 
rivals  through  a bid  valuing 
AiiTouch  at  a 50  per  cent  pre- 
mium to  its  price  a month  ago 
could  carry  the  day. 


Showdown  expected  in  UniCredito  dispute 


form  UniCredito  - against  the 

French  clearer  to  challenge  London’s  bond  trading 


RICHARD  WATERS 

GLOBAL  INVESTOR 


American  dream 


The  stock  market’s  roaring 
start  to  the  year  drowned  out 
what  was  happening  elsewhere 
in  the  US  financial  markets 
last  week.  While  the  Dow 
Jones  Industrial  Average  rose 
5 per  cent.  Treasury  bonds 
were  wilting  and  the  slumping 
dollar  rubbed  against  110  yen. 
if  this  is  to  be  another  year  of 
discordance  and  discontinuity, 
the  warning  signs  are  already 
flashing  in  the  currency 
market 

The  stock  market’s  latest 
wave  of  euphoria  is  different 
from  the  mood  that  reigned 
during  last  autumn’s  relief 
rally.  There  hasn’t  been 
anything  like  this  since  before 
the  Russian  debt  default  last 
August.  A rise  confined  to  a 
narrow  group  of  technology 
companies  and  blue  chips  has 
broadened  out  to  take  to  tbe 
most  H n fashionable  of  cyclical 
stocks,  from  steel  companies 
to  motors. 

But  a 20  basis  point  back-up 
in  long-term  bond  yields  since 
the  start  of  the  year,  along 
with  a further  stumble  in  the 
value  of  the  dollar,  do  not  fit 
with  the  mood.  Dollar  assets 
are  not  as  much  in  demand 
around  the  world  as  they  were 
and  that  cannot  be  good  for 
the  health  of  the  bull  market 

These  discordant  notes  point 
to  a jarring  difference  of 
opinion  between  US  and 
foreign  investors.  For 
Americans,  the  waist  of  the 
international  economic  and 
financial  aims  is  over.  The  US 
economic  expansion  is, 
officially,  the  longest  since  the 
last  world  war  and  growth 
forecasts  are  hack  to 
pre-Russian  default  levels. 


With  consumers  in  bullish 
mood,  why  shouldn’t  the 
economy  - and  the  stock 
market  - blow  through  the 
cautious  predictions  of  the 
Wall  Street  experts? 

For  foreign  investors,  on  the 
Other  hand,  the  US  IS  DO 
longer  an  island  of  growth  and 
stability  in  a troubled  world. 
The  trajectory  of  the  dollar 
since  last  summer  suggests 
that  the  rest  of  the  planet  is  no 
longer  falling  over  Itself  to  buy 
US  assets.  Foreigners  were 
important  marginal  buyers  of 
US  stocks  last  year  they 
suspended  their  disbelief  about 
valuation  levels  and  returned 
in  force  after  missing  much  of 
the  1990s  ban  market 

There  are  three  concerns 
weighing  on  the  dollar. 

First  foreign  capital  is  no 
longer  flowing  in  just  one 
direction.  Japanese  investment 
1ms  turned  pale.  Even  though 
logic  might  suggest  that  a 
rising  yen  and  higher  bond 
yields  are  the  last  thing  that 
country's  ailing  economy 
needs,  Japan’s  predicament  is 
dire  enough  to  turn  capital 
market  logic  on  its  head.  If 
printing  yen  by  the  truck-load 
turns  things  around,  the 
markets  seem  prepared  to 
believe  this  will  eventually 
revive  the  international 
appetite  for  yen  assets. 

The  arrival  of  the  euro  has 
also  weakened  the  magnetic 
pull  of  the  dollar.  It  may  be 
difficult  to  predict  when,  or  to 
what  extent,  the  world's 
foreign  exchange  reserves  will 
be  switched  into  the  new 
European  currency.  But  the 
feet  that  nearly  60  per  cent  of 
those  reserves  are  in  the  US 


currency  leaves  a large  axe 
hanging  over  the  dollar’s  head. 

Second,  the  supply  of  dollars 
seems  finally  to  have  caught 
up  with  demand.  The  US  boom 
has  been  bought  at  tbe  cost  of 
a soaring  current  account 
deficit  and  foreigners  seem  to 
be  getting  wary  of  financing 
these  spendthrift  ways. 
Eventually,  the  burgeoning 
imbalance  created  by  the 
deficit  will  have  to  be 
corrected,  with  unpredictable 
but  highly  volatile 
implications  for  the  dollar. 

Third,  the  rest  of  the  world 
seems  simply  to  believe  less  in 
the  continued  growth  of  the 
US  economy  - and  of  US 
corporate  profits  - than  do 
Americans.  This  has  been  a 
familiar  feature  of  the  1990s 
bull  market  So  far,  the 
doubters  have  been  proved 
wrong.  But  with  the  continued 
rise  of  the  stock  market  now 
playing  such  an  Important 
part  in  generating  the  wealth 
that  is  needed  to  maintain  the 
consumer  and  corporate 
spending  boom,  the 
foundations  erf  the  economic 
expansion  look  for  from 
robust 

If  US  assets  are  less  in 
demand  around  the  world,  the 
stock  market  wfll  eventually 
feel  the  effects.  Higher  bond 
yields  wonld  eventually 
undermine  the  valuation  that 
Wall  Street  has  raed  to  justify 
such  optimistic  valuations  for 
shares. 

Foreign  buyers  of  US  stocks 
would  turn  into  sellers-  But 
given  the  powerful  new 
euphoria  evident  last  week,  it 
might  take  some  for  that 
to  sink  In. 


SIEMENS 

Annual  Meeting  of  Shareholders 

NOTICE  IS  HEREBY  GIVEN  that  Ihe  annual  shareholders1  mealing  of  Siemens  AG  wffl  be  held 
on  February  18, 1999  at  10.00  ajn.  totoeOlyTnptehaBeoltheOiyiTiptepaik,  Ctouberfln^aTz,  80809 
MGnchen,  Federal  Republic  of  Germany  and  wW  consider  the  toHowtr>g  agenda: 

The  exact  wording  of  the  Notice  of  Annual  Shareholders’  Meeting  has  been  published  in  the 
German  Federal  Gazette  (Bundasanzeiger)  No.  3 of  January  7, 1999. 

I.  To  receive  the  annual  financial  statements  of  Siemens  AG  and  the  consolidated  financial 
statements  for  Ihe  fiscal  year  ended  September  30, 1996  as  confirmed  by  the  Supervisory 
Board,  the  Managing  Board's  combined  general  review  of  Semens  AG  and  Siemens 
worldwide  cortsotidaled,  the  Managing  Board's  proposal  for  appropriation  of  cfistributable  net 
income,  as  well  as  the  report  of  the  Supervisory  Board  on  toe  1998  fiscal  year. 

The  above  records  may  be  Inspected  at  Siemens  AG,  Witteisbacherplalz  2,  D-80333  MOnchen, 
and  at  NonnendanwnaBee  101,  D-13629  Berlin,  and  at  an  named  depositaries. 

Z Resolution  on  the  appropriation  of  net  income. 

3.  Ratification  of  the  acts  of  the  Managing  Board. 

4.  Ratification  of  the  acts  of  the  Supervisory  Board. 

5.  Appokrtment  of  auditors  for  the  fiscal  year  1998/99. 

6.  To  consider  and  vote  upon  the  redenomination  of  par  value  stock  to  no  par  value  stock,  the 
conversion  of  bearer  stock  Into  registered  stock,  end  the  exclusion  of  the  right  of  the 
shareholders  to  have  their  shares  evidenced  by  document. 

7.  To  consider  and  vote  upon  the  creation  of  an  Authorised  c^titei  1999 

8.  To  consider  and  vote  upon  the  creation  of  a Corefitional  Capital  to  service  tire  1999  Siemens 
Stock  Option  Plan. 

9.  To  consider  and  vote  upon  the  authorisation  to  repurchase  own  stock. 

10.  To  consider  and  vote  iqxxi  the  elimination  of  multiple  voting  rights  and  the  complete 

eftrinafion  at  pretarred  stock  through  conversion  of  preferred  shares  Into  registered  shares. 

II.  To  consider  and  vote  upon  the  redenomination  of  tha  capital  stock  and  other  DM  amounts  in 
the  Arfides  of  Association  to  euro  units  as  cf  October  1 , 1999. 

12.  To  consider  and  vote  i$on  the  increase  In  Supenrisoy  Board  remuneration. 

13.  To  consider  and  vote  upon  a Subordination  and  Profit  Transfer  Agreement 

As  far  as  item  2 of  the  Agenda  Is  concerned,  the  Supervisory  and  tha  Managing  Board  propose 
that  the  netincome  of  DM  892 170  210  for  fiscal  yearl 998  be  used  to  pay  out  a dividend  of  DM  1 .50 
on  each  share  with  a par  value  of  DM  5,  based  on  the  capital  stock  entitled  to  the  dradend,  and  that 
tiie  amount  attributable  to  treasury  stock  be  carried  forward. 

Pursuant  to  §1 9 of  the  Ocmpan/s  Articles  of  Association,  aB  shareholders  are  entitled  to  attend 
and  vote  at  the  Annual  Sharahokteitf  Meeting,  who  deposft  their  shares  during  usual  business  hours 
not  later  than  February  11,  1999  and  leave  them  on  deposit  until  the  conclusion  of  the  Annual 
Sharehoktei's  Meeting. 

The  depositary  In  the  United  Kingdom  is: 

Warburg  Dillon  Read,  London 

The  notice  of  Invitation  Including  the  full  wonting  of  the  agenda  and  - In  due  course  - our  Englsh 
annual  report  can  be  obtained  from  our  depositary  bank. 

Berlin  and  Munich,  In  January.  1 999 

Siemens  Aktiengeselisehaft 
Tbe  Board  of  Directors 
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Manager 
hails  fund 
without 
frontiers 

By  Jean  Eagtesham 


A UK-based  Investment  fund 
has,  for  the  first  time,  been 
sold  in  large  volumes  to 
investors  in  continental 
Europe. 

The  success  of  the  fund, 
which  has  raised  Cl 46m 
<£UJ3m)  on  the  Continent  in 
eight  months,  marks  the 
start  of  a trend  that  win 
“change  the  nature"  of  the 
European  fund  management 
industry,  Threadneedle 
Investments,  the  manager, 
will  claim  today. 

The  launch,  the  most  suc- 
cessful to  date  In  Germany 
by  a UK  or  US  manager,  will 
be  seen  as  a vindication  of 
the  previous  Conservative 
government's  decision  to 
create  open-ended  invest- 
ment companies  (Oeics). 
Threadneedle  “wouldn't 
have  stood  a prayer  of  doing 
what  we’ve  done"  if  it  had 
tried  to  sell  a unit  trust, 
rather  than,  an  Qeic,  said 
Richard  Eats,  director. 

Oeics  - a cross  between  a 
unit  and  investment  trust  - 
were  introduced  in  spring 
1997  to  help  UK  managers  to 
compete  in  Europe.  Unlike 
the  unit  trust's  system  of 
quoting  buying  and 
prices  per  unit,  a system 
unknown  on  the  continent, 
Oeics  have  a single  price. 
The  Oeic  structure  also 
allows  different  currencies 
and  prices  to  be  applied  to 
the  same  fund. 

A number  of  UR  managers 
have  converted  their  unit 
trust  range  to  Oeics.  But 
Threadneedle.  the  fund  man- 
agement arm  of  BAT  Indus- 
tries,  last  May  became  the 
first  to  use  the  new  vehicle 
for  a high  profile  sales  cam- 
paign on  the  continent. 
“Many  in  the  UK  told  us  that 
the  Oeic  would  not  sell  in 
Europe.  Our  ground-break- 
ing strategy  has  proved  this 
national  myopia  wrong,” 
said  Alan  Ainsworth,  man- 
aging director  for  Europe. 

Some  other  big  fund  man- 
agement groups  are  plan- 
ning to  adopt  a similar 
approach  to  Threadneedle. 

However  groups  such  as 
Fidelity,  Flemings  and  Tem- 
pleton, which  have  already 
built  up  a significant  pres- 
ence in  continental  Europe 
from  an  offshore  base,  are 
unlikely  to  rely  entirely  on  a 
UK-based  fund. 

“We're  not  using  an  Oeic. 
We  already  have  a Luxem- 
bourg-based fund  selling  into 
Germany,”  said  Dougie 
Adams,  business  planning 
director  at  Templeton.  “We 
are  moving  into  a world 
where  the  domicile  of  a fund 
is  becoming  less  and  less 
important  It's  a bit  tike  the 
car  market  [where  factories 
are  often  not  based  in  the 
buyer's  home  country].  We 
are  not  there  yet  [but]  mone- 
tary union  will  accelerate 
that  process." 

Threadneedle  said  the  suc- 
cess of  its  fund  marked  an 
important  step  towards 
creating  this  type  of  single 
market  for  retail  funds.  “The 
ability  to  sell  this  kind  of 
domestic  product  cross-bor- 
der is  going  to  change  the 
nature  of  the  industry,”  said 
Mr  Ainsworth. 


PHARMACEUTICALS  UK  GROUP  NARROWS  LIST  OF  SUITORS  FOR  tTS:SPECIALITY  CHEMICALS  DIVISION 


Three  buyers  vie  for  Zeneca  unit 


By  Virginia  March 

Zeneca,  the  UK 
pharmaceuticals  group  that 
is  merging  with  Astra  of 
Sweden,  has  narrowed  the 
list  of  potential  buyers  for  its 
speciality  chemicals  division 
to  BASF  and  Bayer,  both  of 
Germany,  and  Rohm  & Haas 
of  the  US. 

The  business,  which  was 
put  up  for  sale  In  November 
ahead  of  the  Astra  merger 
announcement,  is  expected 
to  fetch  up  to  si.5bn  (sLsbn). 
Zeneca  aims  to  secure  a deal 
in  the  next  two  months. 

It  is  understood  that  six  or 
seven  groups  Initially 
expressed  an  interest  in  the 
business  - whose  1998  sales 
are  estimated  at  £700m.  Clar- 
iant  of  Switzerland,  and 
DuPont  and  Dow  Chemical 
both  of  the  US,  were  among 
those  that  analysts  had  seen 
as  potential  bidders. 


Imperial  Chemical  Indus- 
tries - from  which  Zeneca 
was  demerged  in  1993  - said 
it  had  pre-emption  rights 
over  a small  part  of  the  busi- 
ness but  Zeneca  aims  to  sell 
the  division  as  a single  unit 
It  is  also  unclear  whether 
ICI’s  rights  would  be  trig- 
gered by  the  sale. 

Zeneca’s  speciality  chemi- 
cals business  - with  35  sites 
worldwide  and  5,500  employ- 
ees - includes  biocides, 
industrial  colours,  life-sci- 
ence molecules,  performance 
and  intermediate  chemicals, 
resins  and  leather  dyes. 

Zeneca,  which  is  being 
advised  by  JP  Morgan,  plans 
to  retain  the  division's  Mar- 
low foods  business  that 
makes  Quorn,  the  meat  sub- 
stitute. 

The  planned  sale  comes  at 
a time  of  consolidation  in 
the  chemicals  industry, 
although  one  of  the  largest 


deals  announced  last  year, 
the  merger  between  Clariant 
and  Ciba,  subsequently  col- 
lapsed. BASF  is  thought  to 
have  amassed  a GObn  war 
chest  while  Rohm  & Haas, 
the  Philadelphia-based 
chemicals  and  plastics 
groups,  was  seen  as  a poten- 
tial bidder  for  Allied  Col- 
loids. 

Ciba  acquired  Allied  for 
nearly  three  times  sales 
early  last  year  but  valua- 
tions have  since  fallen  signif- 
icantly in  the  wake  of  Asian 
economic  problems  and  a 
manufacturing  slowdown  in 
several  of  the  world’s  largest 
economies. 

Observers  believe  Zeneca 
may  also  eventually  sell  its 
agrichemicals  business  but 
the  UK  group  said  It  aimed 
to  retain  the  division,  which 
accounts  for  about  half  of 
its  annual  sales  of  about 
£5bn. 


FT  may  set  up  German 
language  business  title 


Ety  John  Gapper, 
Media  Editor 


The  Financial  Times  Group 
is  considering  establishing  a 
German  language  business 
newspaper  in  an  effort  to 
consolidate  its  place  as  a 
leading  European  financial 
publisher. 

The  FT,  which  is  owned  by 
the  UK  media  group  Pear- 
son. is  setting  up  a German 
publishing  company  to 
develop  the  initiative. 

It  is  considering  alterna- 
tives from  a German  lan- 
guage edition  of  the  FT,  to 
supplements  in  pasting  Ger- 
man newspapers,  news 
letters  to  a separate  daily 
paper. 

Andrew  Gowers,  deputy 
editor  of  the  FT.  who  has 


moved  to  Germany  to 
become  editorial  director  of 
the  company,  said  it  was 
“actively  considering”  enter- 
ing a joint  venture  with  a 
local  publishing  group. 

The  initiative  to  expand  in 
Germany,  which  accounts 
for  more  than  20,000  of  the 
FTs  daily  sale  in  continental 
Europe  of  about  110,000,  fol- 
lows a push  to  raise  circula- 
tion in  tire  US  launched  last 
year. 

The  FTs  circulation  has 
been  growing  strongly, 
boosted  by  overseas  sales 
growth.  International  sales 
account  for  more  than  half 
of  its  daily  sales  of  about 

384,000  copies. 

The  FT  Group  also 
includes  Les  Echos,  the 

French  financial  daily,  and 


Recoletos,  the  Spanish  finan- 
cial newspaper.  But  the 
group  has  no  German  lan- 
guage paper  and  has  been 
examining  how  it  could  rein- 
force its  position  there. 

Mr  Gowers  said  the  FT 
was  likely  to  start  recruiting 
for  the  venture  shortly.  It 
bad  become  dear  that  the 
FT  group  needed  to  expand 
its  operations  into  the  Ger- 
man language. 

The  only  dedicated  daily 
business  newspaper  in  Ger- 
many is  Handelshlatt,  which 
sells  about  160,000  copies  a 
day.  There  is  also  competi- 
tion from  the  financial  sec- 
tions of  papers  such  as 
Frankfurter  ABgemeine  Zei- 
tung.  The  Financial  Times 
has  printed  in  Frankfurt 
since  1979. 


Tomkins  to  take 
charge  for  mills 


By  Maggie  Uny 


Tomkins,  the  conglomerate, 
trill  have  to  announce  a sub- 
stantial provision  against  its 
Spfllers  flour  mills  when  it 
reports  interim  results 
today. 

The  provision,  likely  to  be 
about  £4Pm  ($67m),  antici- 
pates the  loss  Tomkins  is 
expected  to  take  when  it 
sells  four  of  six  flour  mills  it 
acquired  last  March  for  £92m 
plus  costs.  Although  rela- 
tively small  in  the  context  of 
the  group,  the  loss  will  be  an 
embarrassment  for  it 

Tomkins  is  expected  to 
report  interim  pre-tax  profits 
of  about  £220m.  against 
£215m  last  time. 

The  company  was  given 
until  late  March  this  year  to 


sell  the  four  mills,  after  a 
Monopolies  and  Mergers 
Commission  report  con- 
cluded that  Tomkins  owner- 
ship of  both  the  Spillers 
miiia  and  Its  existing  Rank 
Hovis  mills  could  operate 
against  the  public  interest. 

Tomkins  acquired  the 
mills  from  Kerry  Group,  the 
Irish  food  company,  which 
bought  them  as  part  of  its 
purchase  of  Dalgety  Food 
Ingredients.  Its  plan  was  to 
put  the  Spillers  mills  with 
its  11  Rank  Hovis  mills. 

Although  there  are  poten- 
tial buyers  for  the  mills. 
Tomkins  is  in  a weak  selling 
position.  The  size  of  the  pro- 
vision wifi  indicate  to  buyers 
the  minimum  Tomkins  is 
hoping  to  raise  from,  the 
sale. 


Trinity  withdraws  from  Mirror  talks 


By  Christopher  Price 


Mirror  Group  was  yesterday 
at  the  centre  of  fresh  specu- 
lation about  its  future  when 
Trinity  International 
announced  it  was  pulling 
out  of  merger  talks  that 
would  have  created  Britain’s 
biggest  newspaper  group. 

Both  companies  stressed, 
however,  that  they  remained 
interested  in  concluding  a 
deal.  The  discussions  had 
been  continuing,  intermit- 
tently, for  almost  a year. 


Trinity  withdrew  after 
details  of  negotiations  with 
the  Mirror  appeared  in  the 
weekend  press. 

It  is  understood  that  the 
Liverpool-based  group  was 
concerned  about  suggestions 
that  the  Mirror  board  was 
split  over  the  proposed 
merger,  as  well  as  by  recent 
reports  that  Mirror  directors 
were  considering  a man- 
agement buy-out  of  the 
group. 

Under  the  merger  being 
negotiated.  Sir  Victor  Blank, 


Mirror  chairman,  would 
have  become  chairman  of 
the  enlarged  group,  with 
Philip  Graf  taking  the  chief 
executive’s  post  - the  role 
he  fulfils  at  Trinity. 

David  Montgomery,  Mirror 
chief  executive,  would  also 
have  been  offered  a place  on 
the  board  in  a rule  involving 
the  integration  of  the  group, 
as  well  as  an  editorial  role 
on  Mirror's  national  titles, 
The  Mirror,  Sunday  Mirror 
and  Sunday  People. 

The  price  put  on  Mirror 


shares  was  believed  to  be 
about  I55p  a share,  ?p  below 
the  level  of  Friday's  close. 

This  would,  have  valued 
the  company  at  £700m 
(SLlSbn),  with  Trinity  capi- 
talised at  £59&n  on  Friday's 
.close. 

Mirror  shareholders  would 
hold  55  per  cent  of  the 
enlarged  group  and  Trinity 
45  per  cent 

Mr  Montgomery  said  yes- 
terday: “We  are  still  keen  to 
do  a deal  with  Trinity  that 
benefits  Mirror  sharehold- 


ers. 

Advisers  to  the  Mirror 
suggested  that  price  was  a 
sticking  point  In  the  negotia- 
tions. with  the  Mirror  board 
holding  out  for  a deal  at  a 
premium  to  the  share 
price. 

Trinity  is  also  said  to  be 
keen  to  conclude  a deal  but 
is  anxious  for  the  Mirror 
board  to  clarify  Its  position 
with  regard  to  the  proposed 
deal  and  any  other  negotia- 
tions with  venture  capital- 
ists. 


Power  struggle  at  enlarged  Italian  bank 


By  Paul  Betts  In  Mian 

A power  struggle  over  the 
management  control  and 
international  alliances  of 
UniCredito  Italiano,  Italy's 
largest  bank  in  terms  of 
stock  market  capitalisation, 
is  expected  to  come  to  a 
head  today  at  a shareholders 
meeting  to  elect  a new 
board. 

The  battle  is  pitting  the 
charitable  foundations. 


which  agreed  last  year  to 
merge  their  banks  with 
Milan-based  Credlto  Italiano, 
against  the  management  of 
Credito  Italiano  and  its  tradi- 
tional <xsre  shareholders. 

The  agreement  last  year 
between  the  foundations 
controlling  the  Cassa  di  Ris- 
parmio  di  Venma.  the  Cassa- 
marca  and  the  Cassa  di  Ris- 
parmio  di  Torino  - three 
rich  north  Italian  regional 
banks  - with  Credito  Ital- 


iano created  one  of  Italy’s 
largest  new  banking  concen- 
trations at  a time  of  rapid 
consolidation  in  the  coun- 
try’s banking  sector. 

However,  the  Verona  and 
Cassamarca  foundations 
have  sought  to  assert  their 
influence  in  the  new 
enlarged  UniCredito  basking 
group  which  they  have  felt 
was  coining  too  strongly 
under  the  grip  of  Alessandro 
Profumo,  Credito  Italiano’6 


chief  executive,  and  Lucio 
Rondelli,  Credito  Italiano's 

Veteran  chairman. 

The  Cassa  di  Rispannio  di 
Torino  foundation  has  so  far 
unsuccessfully  sought  to 
mediate  the  dispute  which 
last  night  appeared  to  be 
heading  for  a clash  at 
today's  meeting.  Up  to  a 
week  ego,  the  meeting  was 
seen  as  a formality.  How- 
ever, the  Cassa  di  Rispannio 
di  Verona  and  Cassamarca, 


however,  sold  0.75  per  cent 
of  their  stake  in  UniCredito 
to  Deutsche  Bank  without 
Informing  the  UniCredito 
management  beforehand. 
This  took  UniCredtto's  man- 
agement by  surprise 
and  suggests  they  are  not 
prepared  to  play  a passive 
role  in  the  enlarged  hawking 
group.  In  turn,  this  has  pro- 
voked increasing  tensions 
with  the  bank's  independent 
management. 
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Enterprise  and  Lasmo.  will 
nnd  U tough  to  persuade 
investors'  that  a,  merger 
between  the  two  oil  explora- 
tion and  production  compa- 
nies makes  sense.  None  of 
the  reasons  Enterprise  pro- 
duced during  its  unsuccess- 
ful 1994  hostile  bid  - includ- 
ing complementary  rather 
than  overlapping  assets  - 
promised  much  value  cre- 
ation. It  is  difficult  to  see 
tftflf  the  industrial  logic  has 
improved.  The  only  obvious 

explanation  for  a renewal  of 

Enterprise’s  interest  is  that, 
harried  by  the  oil  price  col- 

i9nw  it  is  running  for  cover 

S’prsdatSjlSelf.  Panicky  tefensivt  aggtK. 
serve  effectively  as  poison  pills,  do  shareholders  Utt 
5£NS*anj luck,  since  both  companies  have  put 
selves  into  play,  counter-bidders  will  Intervene  before 

holders  are  forced  to  sit  in  judgment. 

Mirror  Group 

Par  the  second  time  in  a year.  Trinity,  the  UK's  largest 
regional  press  group,  has  broken  off  rnerger  toto  wi& 
Mirror,  ^areboldere  tantalised  by  «£MHni 

annual  savings  are  right  to  question  what  divides  the  two 
camps.  The  answer,  it  appears,  is  largely  disagreement  over 
Drice  Mirror  feels  a no-premium  merger  based  on  its  current 
share  price,  some  35  per  cent  below  its  summer  high,  is  too 
low  Fair  enough,  perhaps.  Mirror  would  end  up  with  about 
55  per  cent  of  the  company,  despite  contributing  some  85  per 
cent  of  pro  forma  1999  earnings  before  interest  tax  and 
depredation. 

But  Mirror's  lowly-rated  stable  of  national  newspaper*  and 
its  loss-making  Live  TV  channel  can  only  partly  be  blamed 
for  the  disparity  in  the  two  companies’  ratings.  Trinity's 
management  team  seems  better  regarded  in  the  industry 
and  has  the  confidence  to  demand  the  top  Slots  In  ' any 
merged  company.  Although  It  would  be  easy  to  blame 
breakdown  on  the  unwillingness  of  the  bigger  co 
management  to  walk  the  plank,  that  is  not  the  rase. 

David  Montgomery  is  prepared  to  cede  the  chief  e 

role  to  Trinity's  Philip  Graf  to  get  a sensibly  structured  deal 

done.  „ _ 

However,  given  the  lack  of  scope  for  financial  buyers  to 
counterbid.  the  danger  for  shareholders  is  of  continuing 
stalemate.  Perhaps  Germany's  Axel  Springer,  which  canton- 
plated  Mirror  last  May,  should  take  advantage. 
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Insignia  looks  to  make 
mark  with  St  Quintin 

«• 

Richard  EUis,  the  UK  subsidiary  of  US-based  property  ' 
consultancy  Insignia,  Is  in  talks  to  acquire  St  Quintin,  the 
independent  chartered  surveyors.  '&L. 

If  successful;  it  would  be  the  latest  move  in  a streawVr 
mergers,  in  an  industry  that  has  seen  dramatic  consolida-*  ' 
tion  over  the  last  18  months. 

The  four  largest  UK  property  consultancies  have  all 
merged  with,  or  been  acquired  by,  US  partners,  within  the 
last  year,  reflecting  both  the  need  for  an  international  ser- 
vice capacity  for  corporate  occupiers  and  the  requirement 
to  engage  in  capital-intensive  activities. 

“Obviously,  there  is  a consolidation  going  on,”  said  Alan 
Froggatt,  chief  executive  of  Richard  Bits,  “in  the  UK  there 
are  two  or  three  firms  which  have  got  a larger  market 
share  and  this  will  move  us  Into  that  bracket’’ 

Insignia  hopes  to  expand  the  enlarged  operation  into 
Europe. 

Mr  Froggatt  said  he  believed  the  future  for  Independent 
mid-sized  firms  of  chartered  surveyors  was  uncertain. 

St  Quintin,  a Ann  which  generates  about  £20m  ($33m) 
per  year  in  revenues,  has  a particularly  strong  market 
share  in  central  London  property. 

The  combined  operation  would  have  about  a 25  percent 
share  of  this  market  • 

Richard  BIls  generates  annual  revenues  of  about  £40m.  _• 

If  the  transaction  is  completed,  the  combined  company 
would  have  over  800  employees  in  offices  based  in  Lon-1 . 
don,  Birmingham,  Leeds,  Manchester,  Liverpool.  Gtasgnft  . 
Belfast  and  Jersey.  Norma  Cohen 

BAA  reviews  subsidiary 

BAA,  the  airports  operator,  is  considering  the  future  of  Its 
BAA/Lynton  property  subsidiary,  including  a possible 
demerger  of  the  business  to  shareholders. 

The  company  yesterday  confirmed  that  a review  of  the 
property  business  was  underway,  but  said  that  it  would  be 
“premature"  to  conclude  that  BAA  Intended  to  dispose  of 
Its  Lynton  subsidiary. 

However,  the  company  Is  said  to  be  concerned  that 
shareholders  are  unable  to  realise  the  toll  value  of  the  sub- 
sidiary because  Us  future  growth  would  be  constrained  by 
limits  on  investment  BAA  intends  to  invest  more  than 
£500m  a year  over  the  next  three  years  In  its  core  airports 
operations  activities,  leaving  Tittle  capital  available  for  non- 
core activities  such^as  airport  perimeter  property  develop- 
ment 

At  March  31  last  year  BAA/Lynton  had  net  assets  of 
£4S5m.  Over  the  previous  year  BAA  had  transferred  some 
£282m  in  non-airport  operations  properties  to  It  Although 
the  subsidiary  owns  some  assets  directly  related  to  airport 
operations,  such  as  baggage  handling  facilities,  it  also 
owns  airport  perimeter  offices,  such  as  the  World  Business 
Centre  at  Heathrow. 

In  the  year  to  Marc*  1998;  BAA/Lynton  had  revenues!!  ' 
£46m  and  profits  at  231m.  Norma  Cohan  . if , , 

RETAIL 


Fashions  lift  TJ  Hughes 

Sfrwig  performances  In  men’s  wear  and  In  ladies’  fashion 
accessories  helped  Tj  Hughes,  the  discount  department 
store jyoup.  ta  S 12  per  cent  increase  in  Hke-for-Uke  sales 
over  the  Christmas  period. 

® m 'x*'*331 to  "wny  other  retailers,  sev- 
,^ave  ^Ported  a subdued  Christmas  season. 
oeSd^h!^^n^?,.faki.,ast  week  to  Christmas 
KS  2 oer  r^MnV^ici?ten9in9  88 11  announced  a rise  of 
January^?  Under^ng  88,63  ^ nine  weeks  to 

executive  of  UvorpooLbased 
^ ? dePartinents  had  experienced  sales 

S£^ 1 *2!®  wear-  accounts  for  18 

per  cent  of  sates,  as  the  strongest  area. 

new  ItK  £!?!£ "towfifl  at  a rate  of  about  five  _ 
a Vf*'  33,(1  overall  sates  were  up  44  oar  cent 

*•  with  like-for-Hke  sKs  in  1 
me  second  half  up  14  per  cent  so  far. 

stores ShkihS  haLa  Janua'y  year-end,  runs 22 
22?  be9un  to  expand  beyond  its  base  m the 

^ first  outlet  m Yorif 

SeptenSL-M^rt1ir5i^to  0,580  in  north-««t  England  in 
^tember  and  in  Eastbourne  this  spring 

31  1998  TJ  Hughes  recorded  a 

turnover  of  £7Sni 
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Fords  seeks 
€934m  via 
equity  issue 


Ml.' 


ic 


By  Gorton  Cramb  in  Amsterdam 

Fortis,  the  Belgo-Dutch 
financial  group,  la  today  to 
launch  a scaled-down  ver- 
- sion  of  an  International 
equity  issue  withdrawn  last 
October  when  market  condi- 
tions turned  against  it. 

. Its  Amsterdam  quoted  arm 
- the  former  Fortis  Amev, 
since  this  month  known  as 
Fortis  (NL)  - is  offering  asm 
* ..rebares,  after  a 2-fbr-l  stock 
' >lit  which  also  takes  effect 
lay.  Based  on  Friday’s 
^adjusted  closing  price  of 
€37.35  this  would  raise  about 
€934m  (fl.0Bbn). 

The  shares  will  represent 
barely  2 per  cent  of  expan- 
i . «jded  equity  for  the  group  as  a 
^7. whole,  and  the  sum  being 
7 sought  is  only  about  half  the 
.I- , FI  4bc  (Cuba.  $2.lbo)  Fortis 
•;:ahad  wanted  to  raise  last 
■lti  r.  autumn. 

h - The  group  said  the  exact 
.-o  .number  of  shares  would 
1 depend  in  part  on  how  the 
■v  price  moved  during  the  issue 
period  - pricing  and  aHoca- 
ration  is  due  before  trading 
n .opens  on  Thursday. 

■.  Shares  in  Fortis  (NL)  rose 
-v  5.8  per  cent  last  week  as 
ymtm  European  equity  markets 
■i.;\ welcomed  the  arrival  of  the 
; ^ ftsingle  currency. 

KThe  group  last  year  moved 
rQto  strengthen  its  position 


ahead  of  monetary  union  by 
taking  over  G£n6rale  de 
Banque,  Belgium’s  biggest 
bank,  for  BFr410bn  (€i02bn, 
JU-7bn)  auch  agreeing  to  pay 
the  Belgian  government 
nearly  BFrtZbn  for  the  25.1 
per  cent  it  (foes  not  own  in 
ASLR-CGER.  that  country’s 
fourth  largest  bank. 

The  latest  equity  offering 
will  he  used  to  refinance 
loans  taken  out  to  fund  the 
ASLK  deal  and  to  strengthen 
overall  solvency.  Within  two 
weeks  of  pulling  the  previ- 
ous share  issue,  Fortis 
launched  a FI  L5bn  convert- 
ible bond  as  a first  <*■*£«■■  in 

rrfinanrtwp 

This  week’s  share  issue, 
like  the  successful  convert- 
ible and  the  failed  October 
attempt,  is  being  lead-man- 
aged by  Morgan  Stanley 
Dean  Witter  along  with 
MeesPierson,  the  Dutch  mer- 
chant bank  owned  by  Fortis. 

There  will  be  a retail  offer- 
ing in  the  Netherlands  and  a 
private  placing  to  interna- 
tional institutions.  An  addi- 
tional 4m  shares  can  be 
issued  if  demand  is  suffi- 
cient. - 

Fortis  has  spent  the  past 
few  months  streamlining 
group . management  and 
bringing  the  economic  value 
of  its  Brussels  and  Amster- 
dam quoted  shares  into  line. 


COMPANIES  & FINANCE 


Aegon  plays  on  its  local  strengths 

Insurer  has  doubts  about  scope  for  consolidation  in  the  euro-zone,  says  Andrew  Bolger 


Aegon,  the  international 
fife  assurance  and  pen- 
sions group,  is  enthusi- 
astic about  the  launch  of  the 
euro,  and  hopes  the  UK  will 
soon  loin  those  already  com- 
mitted to  economic  and  mon- 
etary union. 

Kees  Storm,  chairman  of 
the  Netherlands-based 
group’s  executive  board, 
says:  “If  a common  market 
does  not  have  a common 
currency,  (then  it  fails  to 
take  an- opportunity.  We  will 
have  much  higher  trade 
Cows  within  euroland  than 
we  had  before.  I do  sincerely 
hope  the  UK  will  Join  in  the 
year  2002.1  otherwise  I’m 
afraid  well  have  to  explain 
why  the  UK  is  lagging 
behind." 

However.- Aegon  remains 
sceptical  oyer  how  much 
scope  there  is  for  a consoli- 
dated European  market  in 
insurance  and  pension  prod- 
ucts. given  the  cultural,  lin- 
guistic. legal  and  fiscal  dif- 
ferences that  persist  across 
the  eurozone. 

Mr  Storm  says:  “We 
should  not  exaggerate  the 
influence  of  the  euro,  espe- 
cially for  our  products. 
They  are  partly  tax-driven 
and  i think  individual  Euro- 
pean governments  - and 
maybe  even  the  Scottish  par- 
liament - would  like  to 
have  their  own  budget,  and 
levy  their  own  taxes.  That’s 
the  last  thing  font  govern- 
ments and  parliaments  will 
give  up.” 

Aegon  believes  similar 


K**e  Storm;  Aegon  prides  on  Ks  dec^ntraTCaed  approach 


thinking  explains  the  deal 
most  cited  by  proponents  of 
the  European  consolidation 
story  - the  recent  acquisi- 
tion of  AGP.  the  French 
insurer,  by  Allianz.  Europe’s 
biggest  insurance  group. 

Mr  Storm  says:  “That 
acquisition  proves  that  Alli- 
anz also  believes  you  have  to 
acquire  a French  company 
to  do  business  in  France.  If 
they  bad  believed  in  euro- 
land they  would  not  have 
had  to  acquire  that  big 
group  - they  would  have 
done  it  from  Germany.  But  I 
don’t  see  any  French  cus- 
tomer buying  a policy  in 
Germany." 


Aegon,  which  ranks  as  the 
world’s  third  biggest  insurer 
by  market  capitalisation 
behind  AIG  of  the  US  and 
Allianz,  and  seventh  biggest 
listed  insurer  by  assets,  is  no 
stranger  to  acquisitions.  In 
1993  it  bought. Scottish  Equi- 
table, the  demutualised  life 
group  based  in  Edinburgh, 
and  in  1397  it  paid  $3.6bn  for 
Providian,  the  US  insurer 
based  in  Kentucky. 


M 


r Storm  says:  “We  are 
always  a little 
annoyed  when  we  are 
described  as  a Dutch  insur- 
ance group  - we  are  an 
international  company  that 


has  less  than  20  per  cent  of 
its  employees  in  the  Nether- 
lands, and  more  than  50  per 
cent  in  the  US." 

Aegon  prides  itself  on  tak- 
ing a decentralised 
approach,  giving  a high 
degree  of  autonomy  to  the 
management  of  its  individ- 
ual business  units.  Only  50 
people  work  in  the  bolding 
company's  head  office  in  The 
Hague. 

Mr  Storm  says:  “The 
Dutch  company  is  as  inde- 
pendent from  the  whole  as  is 
the  US  company,  which  is 
now  larger  than  the  Dutch 
company.  The  bolding  com- 
pany has  to  be  somewhere, 
and  It  happens  to  be  in  The 
Hague  - but  it  could  be  Lux- 
embourg. it  could  be  in  Lon- 
don. it  could  be  anywhere  in 
the  world.” 

Smiling  mischievously,  Mr 
Storms  adds:  “So  if  the 
Dutch  government  doesn’t 
behave,  we  could  always  tell 
them:  'You  don't  own  us  any 
more’." 

Also  distinctive  is  Aegon's 
reliance  on  local  managers. 
Mr  Storm  says:  “There  are 
no  Dutchmen  in  any  man- 
agement team  anywhere  in 
the  world  outside  the 
Netherlands.  We  have  a com- 
pletely different  philosophy 
from  the  Japanese,  the 
French  or  the  Americans 
because  they  always  put 
people  in  the  top  teams  of 
the  acquired  company." 

Aegon’s  approach  has  cer- 
tainly paid  off  in  financial 
terms.  It  is  expected  to  have 
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increased  its  net  income  by 
about  25  per  cent  in  1998, 
baring  maintained  an  aver- 
age annual  income  growth 
rate  of  17  per  cent  over  the 
past  10  years  and  13  per  cent 
over  the  past  five. 

The  company’s  shares 
have  hugely  outperformed 
every  share  quoted  in  Lon- 
don’s FTSE  100  index, 
whether  over  a one.  three, 
five  or  10-year  period. 
Although  the  FTSE  100 
index  has  more  than  tripled 
since  1983,  Aegon's  shares 
have  increased  thirty-fold 
over  the  same  period. 

One  reason  for  this  outper- 
form an  ce  is  analysts’  grow- 
ing enthusiasm  for  life 
assurance,  pensions  and 
savings  products,  which 
account  for  more  than  85  per 
cent  of  Aegon’s  income. 

The  company  has  also 
questioned  the  current 
vogue  for  “bancassurance" 
deals  - not  least  because 
banks*  shares  tend  to  be  less 
highly  ‘rated  than  those  of 
life  assurers. 

Mr  Storm  says:  “Our  phi- 
losophy is  that  we  don’t 


have  to  marry  a bank 
because  it  brings  down  the 
value  of  our  stock  to  inves- 
tors. We  wouldn’t  do  our 
shareholders  any  favours  if 
we  merged  with  a bank.  But 
we’ve  always  said  we  love  to 
co-operate  with  banks  - so 
we  don’t  marry  them,  we 
date  them.” 


W! 


bile  concentrating  on 
maintaining  annual 
organic  growth  of  at 
least  10  per  cent.  Aegon  has 
also  said  it  would  consider 
making  further  acquisitions 
in  the  US.  the  euro-zone  and 
the  UK  - although  Mr  Storm 
believes  the  share  prices  of 
UK  insurers  currently  look 
“very  high". 

He  says:  “Our  hurdle  rate 
that  we  have  promised  to 
our  investors  is  an  11  per 
cent  return  on  investments 
- so  to  make  that  level  of 
return  on  today's  share 
prices  is  very  hard.  But  for- 
tunately we  don't  have  to 
acquire  only  stock  market 
listed  companies  - mutual 
companies  can  also  join  the 
Aegon  family." 


Sumitomo  might  sell  Banca  del  Gottardo  stake 


Alcoa  up  despite  price  fall 


Insignia  looks  tom 
mark  with  St  Quii 


_ By  Willfaun  Had  in  Ziotdi 

5«55hares  jn  Banca  del 
Gottardo,  one  of  Switzer- 
. land’s  largest  private  banks, 
jumped  sharply  on  Friday 
following  the  disclosure  that 
- Sumitomo  Wank,  Japan’s  sec- 
ond biggest  bank,  was  con- 
sidering selling  its  control- 
ling stake. 

Sumitomo  paid  (144m  In 
1964  for  its  53  per  cent  stake 
in  the  Lugano-based  Banca 
del  Gottardo,  a holding 
-.which  is  now  worth  about 
■$XXUn.  . 

-Sumitomo  was  the  first 


Japanese  bank  to  buy  a 
European  bank:  it  used  it  to 
lead,  manage  International 
bond  issues  in  Switzerland 
for  Japanese,  borrowers  as 
well  as  to  develop  a private 
banking  franchise  targeted 
at  Italian-speaking  custom- 
ers. However,  Japanese 
groups  are  borrowing  far 
less  now  in  Switzerland  and 
Japanese  banks  have  cut 
back  their  international 
business  because  of  prob- 
lems at  home. 

Sumitomo.  Bank  has  not 
formally  announced  it  wants 
to  sell  Its  stake  in  Gottardo! 


However,  it  has  informed  the 
bank  that  a number  of  com- 
panies have  expressed  an 
interest  in  acquiring  all  or 
part  of  its  stake. 

Gottardo  it  was  too 
early  to  say  whether  Sumi- 
tomo would  sell  any  of  its 
shares  and  whether  or  not 
this  would  lead  to  a public 
offer  for  the  remainder.  How- 
ever, its  decision  to  disclose 
that  a number  of  interested 
parties  have  approached 
Sumitomo  is  in  stark  con- 
trast to  last  year,  when  it 
issued  a joint  statement  with 
Sumitomo  stressing  that  no 


change  in  the  stockholders’ 
structure  was  expected. 

Banca  del  Gottardo’s  prof- 
its have  been  recovering  in 
recent  years  from  a low 
level.  In  1998  oet  profits  rose 
28  per  cent,  to  SFrll2m 
((80.2m).  and  return  on 
equity  has  jumped  from  7.1 
per  cent  in  1996  to  13  per 
cent  last  year.  Its  commis- 
sion income  rose  27  per  cent 
last  year  and  bad  debt  pro  vi- 
sions have  been  falling. 

In  the  first  half  of  1998 
assets  under  management 
rose  18  per  cent  to  SFr293hn. 
At  the  end  of  1997,  Gottardo 


had  shareholders  funds  of 
SFrBlOm,  a cost/income  ratio 
of  45  per  cent,  and  959  staff. 
It  has  four  branches  in  the 
Italian-speaking  part  of  Swit- 
zerland. as  well  as  Geneva. 
Lausanne  and  Zurich. 

Based  on  its  current  mar- 
ket capitalisation  of 
SFr2.3bn,  Banca  del  Got- 
tardo is  valued  at  about  20 
times  1996  earnings.  Made- 
leine Hofmann,  of  Credit  Sui- 
sse  First  Boston,  believes 
that  if  a takeover  was 
launched  It  would  be  at 
between  SFrl.450  and 
SFrl.500  a share. 


By  Nikki  Tait  hi  Chicago 


Alcoa,  the  world's  largest 
aluminium  producer, 
shrugged  off  a 20  per  cent 
decline  in  prices  to  post  a 6 
per  cent  improvement  in 
after-tax  profits  for  1996. 

The  US  group  said  it  made 
$853m  for  the  year  overall, 
compared  with  (805.1m  in 
the  previous  12  months. 
Earnings  per  share  advanced 
5 per  cent  to  S-L87. 

The  improvement  would 
have  been  substantial  ly 
larger  but  for  special  items: 
the  1997  results  were  boosted 


by  one-off  gains  from  asset 
sales,  and  the  company  said 
the  underlying  year-on-year 
rise  in  profits  was  about  12 
per  cent. 

For  the  fourth  quarter. 
Alcoa  reported  a small  dip  in 
earnings  per  share  to  (1.19 
from  last  time's  $1.23.  After- 
tax profits,  however,  were  4 
per  cent  higher  at  (21&3m, 
and  would  have  been  23  per 
cent  higher  but  for  the  spe- 
cial items  which  boosted  the 
1997  numbers. 

However,  the  fourth-quar- 
ter figures  were  ahead  of 
many  analysts’  expectations. 


Forecasts  for  fourth-quarter 
and  full-year  earnings  per 
share  had  averaged  about 
(1.06  and  $4.75  respectively, 
according  to  the  First  Call 
research  firm. 

Revenues  for  1996  totalled 
(15.3bn,  up  15  per  cent, 
although  this  increase  in 
part  reflected  acquisitions  - 
notably  Alcoa’s  takeover  of 
Alumax.  the  third  largest  US 
producer. 

Alcoa  described  the  out- 
come as  “exceptional” -and 
said  the  results  in  part 
reflected  the  group’s  focus 
oncost-cutting. 
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And  one  bank. 

Now  we’re  working  together.  As  of  l January  1999,  LG  Landesgirokasse,  SudwestLB  and  L-Bank  have  pooled  their  creativity, 
competence  and  capital  to  serve  customers  worldwide.  With  over  9,000  employees  and  a balance  sheet  total  of  DM  450  billion,  we  are 
Number  7 among  Germany's  credit  institutes.  We  belong  together  and  we  belong  to  you.  Your  bank  in  Baden-Wurttemberg. 

For  further  information:  Undesbank  Baden-Wurttemberg.  Postfach  106049.  D-70049  Stuttgart.  Internet  www.landesbank-bw.de. 


Landesbank  Baden-Wurttemberg 
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COMPANIES  & FINANCE 


NEWS  DIGEST 


POLISH  POWER 


Elektrim  to  start  talks 
on  buying  PAR  stake 


Poland's  treasury  has  asked  Bektrim,  a listed  industrial 
conglomerate,  to  start  talks  on  the  purchase  of  a strategic 
stake  in  PAK,  a lignite  fuelled  power  complex  which  pro- 
vides 11  per  cent  of  the  country's  electrical  energy  supply. 

The  decision,  taken  last  week  by  Emil  Waaacz,  the  trea- 
sury minister,  signals  the  failure  of  a bid  by  National 
Power,  the  UK  generator,  whose  talks  on  the  purchase  of 
the  stake  foundered  just  before  Christmas.  At  that  time  the 
treasury  argued  that  National  Power,  which  had  been  will- 
ing to  pay  $125m  for  the  stake,  had  amended  its  offer  by 
demanding  a power  purchase  agreement  wtth  state  owned 
distributors  as  part  of  the  deal. 

The  UK  generator  said  a transitional  power  purchase 
agreement  was  crucial  to  the  success  of  the  investment  as 
Poland  had  started  to  liberalise  its  electricity  market  and 
prices  had  became  volatile. 

Elektrim  recently  saw  the  resignation  of  Andrzej  Sko- 
wronski,  managing  director,  after  the  company  revealed  It 
had  failed  to  inform  Its  shareholders  about  internal  agree- 
ments that  lowered  the  value  of  Its  stake  in  Era  GSM,  a 
mpbile  telephone  operator.  It  is  at  the  head  of  a consor- 
tium that  includes  bank  Pekao  SA,  Elefctromontaz  Polnoc 
and  Mostostal  Warszawa,  two  fisted  construction  compa- 
nies, and  the  California  Energy  Company. 

Christopher  Bobinski,  Warsaw 


SEMICONDUCTORS 


Setback  for  Taiwanese  group 


Taiwan  Semiconductor  Manufacturing,  a leading  microchip 
maker,  expects  to  report  a 14.6  per  cent  fell  In  profits  for 
1398,  underlining  the  difficulties  faced  by  the  world  chip 
market  However,  the  company  said  a rise  in  sales  last 
year  and  record  chip  production  orders  in  December 
augured  well  for  1999.  Taiwan  Semiconductor  said  unau- 
dited preliminary  results  showed  sales  rose  to  T$50.23bn 
(US$1. 56bn)  in  1998,  up  14.3  per  cent  from  1997,  while 
net  profits  fell  to  T$15.34bn  from  T$l7.96bn. 

The  company,  which  operates' as  a foundry  business 
making  chips  for  integrated  circuit  design  houses  and 
other  semiconductor  producers,  said  safes  growth  came 
despite  a 10  per  cent  declfrie  in  the  global  microchip  mar- 
ket and  that  profits  were  expected  to  be  higher  this  year. 

Liu  Chrtung,  regional  electronics  analyst  for  Warburg 
Securities  in  Taipei,  said  Taiwan  Semiconductors'  report  of 
a 35.5  per  cent  dip  in  sales  in  December  had  been  slightly 
worse  than  expected,  but  he  expected  stronger  safes 
growth  and  a higher  capacity  utilisation  rate  in  1999. 

In  Its  profit  statement,  issued  after  the  dose  of  trading  in 
Taipei  on  Friday,  the  company  said  December  bookings 
had  been  a monthly  record  and  were  likely  to  result  in 
higher  first-half  chip  production. 

Muir  Dickie,  Taipei 


TELECOMMUNICATIONS 


Nokia  wins  Chinese  contract 


Nokia,  the  Finnish  telecommunications  group,  has  won  a 
$280m  contract  to  expand  the  mobile  telephone  sub- 
scriber base  in  Henan,  one  of  China's  largest  provinces. 
The  contract,  involving  the  supply  of  GSM  equipment, 
mobile  switching  centres  and  base  stations,  will  increase 
the  mobile  telecommunications  capacity  in  Henan  to  up  to 
4m  subscribers.  In  Helsinki  on  Friday,  Nokia's  shares  rose 
€4.95  to  €120.30,  Tim  Burt,  Stockholm 


POUSH  INSURANCE 


Pension  fund  licence  granted 


Zurich  Soiidami,  an  insurance  joint  venture  between  Zurich 
Financial  Services  and  Solktamosc,  the  1.6m-strong  Polish 
trade  union,  has  been  granted  a government  licence  to 
conduct  pension  fund  business  in  Poland  ahead  of  a par- 
tial privatisation  of  the  state  pension  system  In  April.  Simi- 
lar permission  has  already  been  granted  to  other  insurers, 
Including  Prudential  Insurance  of  the  US,  the  UK's  CGU 
and  Norwich  Union,  and  Eureko,  an  affiance  of  seven 
European  insurers.  Andrew  Bolger 


COMMERCIAL  TELEVISION 


CME  expands  in  Ukraine 


Central  European  Media  Enterprises,  the  pioneer  of  private 
commercial  television  in  east  Europe,  is  expanding  its 
Interests  in  Ukraine  after  suffering  heavy  setbacks  in  the 
past  year  in  Hungary  and  Poland.  It  is  increasing  its  stake 
in  Studio  1 +1 , Ukraine's  most  popular  television  station  to 
a controlling  60  per  cent  from  50  per  cent  in  a deal  worth 
S5m. 

CME.  which  has  suffered  problems  in  several  of  its 
operations  in  the  region  because  of  lack  of  majority  con- 
trol, said  that  Studio  1+1  would  be  consolidated  in  its 
future  financial  results.  CME  was  recently  forced  to  aban- 
don the  Polish  television  market  following  a protracted 
conflict  with  m Holdings,  its  local  partner.  Kevin  Done 


CINEMA 


Universal  move  by  Seagram 


Edgar  Bronfman  Jr,  Seagram  president,  is  to  meet  senior 
executives  of  PoiyGram  Filmed  Entertainment,  Europe's 
largest  film  group,  later  this  month  to  finalise  plans  to 
merge  it  into  Universal,  0ie  Hollywood  film  studio. 

The  fate  of  PFE  has  hung  in  the  balance  since  last  sum- 
mer when  Seagram  mounted  an  $1  ibn  bid  for  the  Poly- 
Gram  group.  Having  failed  to  sell  PFE  Intact,  Seagram  is 
now  assessing  which  parts  of  the  business  to  keep,  while 
looking  for  buyers  for  the  unwanted  assets. 

Universal's  management  is  also  interested  in  absorbing 
parts  of  PFE's  non-US  operations.  If  Seagram  agrees,  Uni- 
versal could  become  an  active  investor  in  production  and 
distribution  within  Europe,  thereby  limiting  the  damage 
caused  by  PFE's  demise.  Seagram  is  now  close  to  finalis- 
ing the  sale  of  a library  of  firms  and  television  programmes 
to  Carlton,  the  UK  media  group.  It  has  already  sold  the 
rest  of  PFE’s  library  to  MGMAJA,  the  Hollywood  studio. 
Alice  Rawsthom 


CROSS  BORDER  M&A  DEALS 


BIDDER/INVESTOR 


TARGET 


SECTOR 


Vodafone  (UK) 

Investor  Consortium  (Inti) 
SSngTeJ  fFpore) 

Kakm  (UK) 

HypoVereinsbank  (Germ) 
ALD  (Gem) 

Cable  & Wireless  (UK) 
PonmB  Dutfryn  (UK) 

Kappa  (France) 

Fyffes  pretend) 


AirTouch  (US) 
Retevfelon  (Spain) 
AfT  (Thailand) 
Pofifafo  (Poland) 
F&C  (UK) 

BCH  (UK) 

ECRC  (Gamany) 
KSE  (Norway) 
Eyacare  (UK) 
Capespan  (SA) 


Telecoms 


Telecoms 


Telecoms 


Financial  srvcs 


Vehicle  L’alng 


Engineering 
Eye  products 


TELECOMMUNICATIONS  CHANGE  MADE  IN  PENSIONS  ACCOUNTING 


Lucent  Technologies  to  take  $1.3bn  gain  4 

• Ntiik  IV. 


By  Tracy  Corrigan  in  New  Yak 


Lucent  Technologies,  the 
US-based  telecommunica- 
tions equipment  maker,  will 
take  a one-time  after-tax 
gain  of  $L3bn  in  its  fourth 
quarter,  following  a change 
in  how  it  accounts  for  pen- 
sion benefits  expenses. 

The  change  is  expected  to 
add  about  $170m  of  net 
income  in  1999.  Gregory  Gell- 
ing, telecoms  equipment 
analyst  at  J.P.  Morgan, 
described  the  change  as  “a 
nice  pop  to  earnings”  for 
Lucent 


The  one-off  gain  reflects 
the  impact  of  the  change  dat- 
ing back  to  1986.  The  compa- 
ny's conservative  approach 
and  the  strong  performance 
of  the  stock  market  during 
that  period  had  resulted  in 
$7.7bn  of  accumulated  gains 
in  plan  assets  that  were 
unrecognised  for  accounting 
purposes. 

The  Securities  and 
Exchange  Commission  has 
recently  warned  companies 
against  over-conservative 
accounting  practices. 

“Lucent's  method  of  valu- 
ing pension  and  benefit 


assets  had  been  among  the 
most  conservative  of  the 
more  than  150  large  US  cor- 
porations surveyed  by  our 
auditors  PwC,”  said  Donald 
Peterson,  Lucent  chief  finan- 
cial officer.  “Our  outside 
auditors  agree  this  change  is 
preferable.” 

Lucent  Technologies, 
which  was  spun  off  from 
AT&T  in  1996,  is  in  the  pro- 
cess of  •‘turning  itself  into  a 
fast-moving  communications 
equipment  company  focused 
on  riafa  sod  voice  solutions,* 
said  Tim  Luke,  analyst  at 
Lehman  Brothers. 


Under  US  accounting 
rules,  Lucent  was  unable  to 
use  favourable  “pooling  of 
interests"  accounting  for 
acquisitions  until  it  had 
been  an  independent  com- 
pany far  two  years,  a mark  it 
reached  on  October  1. 

There  has  been  specula- 
tion that  Lucent  plans  a big 
acquisition  this  year,  with 
Ascend  Communications, 
the  US  data  networking  com- 
pany, seen  as  a Hkely  target 
• Telefonica,  Spain’s  domi- 
nant telecoms  carrier  is 

npgnHflttng  the  sale  of  a 24.4 
per  cent  stake  it  controls  in 


Amper.  the  main  domestic 
rnafew  of  telecoms  equip- 
ment, to  Lucent 

The  Spanish  operator  is 
said  to  be  seeking  a price  of 
€25.24  per  Amper  share, 
which  would  value  the  deal 
at  €86 -2m  ($99.6m),  writes 
Tom  Burns  in  Madrid. 

Telefonica  said  the  sale 
followed  a decision  to  with- 
draw from  investments  in 
supplier  companies,  and 
formed  part  of  talks  with 
to  establish  a broad 
co-operation  agreement. 
Telefonica  accounts  for  some 
40  per  cent  of  Amper’s  sales. 


People  familiar  with  thep 
transaction  said  Lucent* 
could  acquire  an  initial  12- 
per  cent  of  Amper  with  an 
option  to  buy  the  remaining  . 
Telefonica  stake.  The 1 
reported  sale  price  repre- 
sents a 5 per  cent  increase  1 
on  the  €24  an  Amper  share 
that  Telefonica  paid  in  June' 
when  it  raised  its  stake  Bom. 
15  per  cent  to  24.4  per  cent 
Amper  shares  closed  at  . 
€24  on  Friday,  a rise  of  8A” 
per  cent  on  the  previous' ' 
day's  trading,  following  j 
news  of  Telefonica's  talks', 
with  Lucent 
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Short-list 
for  Czech 
bank  sale 
expected 


INTERNATIONAL  BONDS  INVESTORS  START  TO  EXPLORE  AN:  ALTERNATIVE  TO  THE  US  TREASURIES  M/gKET_ 

Euro  makes  an  impact  on  dollar 


By  Rahul  Jacob 


By  Robert  Anderson 
and  Stefan  Wagslyf 
in  Prague 


The  Czech  government  is  to 
draw  up  a short-list  of  bid- 
ders by  the  end  of  this 
month  for  the  sale  of  Ceskos- 
lovenska  Obcbodni  Banka 
(CSOB),  the  country’s  fourth 
biggest  bank. 

This  follows  the  granting 
of  financial  help  last  month 
to  Ceska  Sporitelna,  the 
troubled  main  retail  bank, 
ahead  of  its  planned  privati- 
sation by  the  end  of  the 
year. 

The  government  has  taken 
responsibility  for  KclO.sbn 
($346m)  of  bad  loans  and  is 
subscribing  to  a KC5.5bn  sub- 
ordinated debt  issue.  It  has 
also  promised  to  support  a 
planned  Kc5bn  equity  issue, 
which  could  be  linked  to  the 
eventual  privatisation. 

Both  moves  demonstrate 
the  Social  Democrat  govern- 
ment's new  sense  of  urgency 
over  bank  privatisation  after 
some  initial  hesitation.  The 
new  government  restarted 
the  sale  process  in  October 
after  the  emerging  market 
downturn  and  domestic 
recession  exposed  the  weak- 
ness of  the  hanking  sector 
and  worsened  a corporate 
credit  squeeze. 

Pavel  Kavanek,  chief  exec- 
utive of  CSOB,  said  the  bank 
had  completed  talks  with 
around  a dozen  bidders  and 
preliminary  offers  arrived 
just  before  Christmas. 

He  believes  the  state 
steering  committee  would 
“comfortably”  make  a short- 
list of  three  or  four  bidders 
this  month,  and  after  receiv- 
ing binding  offers,  could  sell 
the  bank  by  April. 

The  government  Is  offer- 
ing to  sell  at  least  a 51  per 
cent  stake  in  the  former 
trade  bank  from  its  68  per 
cent  shareholding.  Analysts 
estimate  the  value  of  tbe  j 
state’s  stake  at  KttObn. 

Mr  Kavanek  said  in  an  ! 
interview  that  he  wanted  tbe 
strategic  partner  to  develop 
the  bank’s  retail  business 
and  international  links.  “We 
want  to  become  a diversified 
financial  services  group,"  he 
said.  “We  have  to  catch  up 
in  retail." 

The  biggest  obstacle  to  the 
bank's  sale  was  removed  last 
April  when  the  previous  gov- 
ernment guaranteed  to  cover 
90  per  cent  of  a disputed 
Skl5.6bu  ($423tn)  debt  owned 
by  Che  Slovak  state. 

A hearing  on  the  debt 
began  at  the  International 
Court  for  Settlement  of 
Investment  Disputes  in 
Washington  last  week  but 
the  new  Slovak  government 
has  called  for  an  out-of-court 
settlement  and  Mr  Kavanek 
Is  optimistic  of  a positive 
outcome. 

What  is  not  yet  clear  is 
whether  Slovakia  will  sell  its 
24  per  cent  stake  in  CSOB  as 
part  of  the  privatisation. 

Mr  Kavanek  said:  “There 
is  a window  of  opportunity 
to  join  tbe  momentum  of  the 
Czech  side  and  release  the 
value  of  this  shareholding." 

Rather  than  pull  its  shares 
with  tbe  Czech  government, 
it  is  seen  as  more  likely  that 
Slovakia  wiQ  sell  to  an  Inter- 
nationa] financial  institution 
such  as  the  European  Bank 
for  Reconstruction  and 
Development  or  the  Interna- 
tional Finance  Corporation, 
the  investment  arm  of  the 
World  Bank. 


When  Sally  Wilkinson,  a 
senior  economist  with  Daiwa 
Europe,  met  with  institu- 
tional investors  on  a trip  to 
Japan  late  last  year,  she  was 
surprised  to  find  that  their 
questions  about  the  pros- 
pects for  euro-denomlnated 
bonds  were  broadly  similar 
to  those  she  faced  when 
meeting  investors  in  Europe. 
Only  a year  earlier,  their 
knowledge  of  the  euro  had 
been  quite  superficial. 

This  time  around.  Japa- 
nese money  managers 
quizzed  Ms  Wilkinson  exten- 
sively about  the  outlook  for 
interest  rates  and  fiscal  pol- 
icy in  the  eurozone.  “There 
has  been  a sea  change.  They 
are  even  looking  at  the  Ibe- 
rian region,  which  they 
never  did  before."  says  Ms 
Wilkinson. 

If  there  is  one  arena  in 
which  the  birth  of  the  euro 
has  almost  overnight  created 
a titan  to  rival  the  US,  it  is 
the  government  bond  mar- 
ket According  to  Lombard 
Odier.  the  euro  bond  market 
(most  of  which  is  by 
governments)  is  $4.400bn; 
the  US  Treasury  market,  by 
contrast.  Is  roughly  S3,700bn. 
Before  the  euro  brought 
these  markets  together,  even 
the  German  market  was 
dwarfed  by  the  market  for 
US  Treasuries. 

For  bond  investors  seeking 
a large,  liquid  alternative  to 
the  US  Treasury  market  the 
sum  of  the  euro  bond  mar- 


kets is,  in  effect  much  larger 
than  its  parts. 

One  large  investor.  Nippon 
Life,  reportedly  plans  to 
increase  its  allocation  to 
euro-denominated  assets  to 
half  of  its  $44bn  overseas 
portfolio,  up  from  90  per  cent 
currently. 

The  expected  shift  in  allo- 
cation by  Japanese  and 
other  foreign  investors  from 
US  Treasuries  to  euro  bonds 
promises  to  add  to  the  pres- 
sures that  could  drag  down 
the  dollar  this  year.  Over  the 
long  term,  the  very  primacy 
of  the  US  dollar  could  be 
threatened. 

Last  week,  hype  briefly 
coincided  with  reality  on 
Europe's  bond  markets. 
Large  Japanese  life  insurers 
and  the  administrators  of  its 
huge  postal  savings  accounts 
were  notable  among  the 
Investors  queueing  to  buy 
European  government 
bonds.  On  Wednesday,  Ger- 
many sold  €7.3 bn  (S8.47bn) 
of  10-year  bunds,  but  the 
aaction  was  more  than  three 
times  oversubscribed. 

The  following  day,  as  con- 
cern mounted  that  the  mar- 
ket might  have  ■ trouble 
digesting  the  heavy  supply 
of  government  bonds  sched- 
uled for  the  euro's  first 
week,  France’s  €3.4bn  10- 
year.  OATs  were  oversub- 


1 0-year  benchmark  bends 
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Abberley  of  Lombard  Odier. 

Japan's  Big  Bang  financial 
deregulation,  which  began 
last  April,  has  allowed  insur- 
ance anti  pension  funds  to 
invest  more  of  their  assets 
overseas.  An  easing  of  the 
stranglehold  on  the  invest- 
ment decisions  of  public  pen- 
sion funds  has  also  added  to 
the  funds  gting~abroacr. 

The  flow  of  money  over- 
sees has  quickly  become  a 
flood,  in  part,  because  yields 
on  Japanese  bonds  have 
been  so  low.  Net  purchases 


scribed  some  two  and  a half  of  foreign  currency  bonds 
times.  “We  have  it  on  good  have  increased  every  month 


authority  that  the  Japanese 
participated  quite  exten- 
sively In  the  French  and 
German  auctions."  says  Paul 


since  April  1998.  It  now 
totals  $92bn  after  the  first 
eight  months  of  the  financial 
year  ending  March  31  1999. 


Traditionally,  close  to  two- 
thirds  of  Japanese  Invest- 
ment In  foreign  markets 
went  into  US  Treasuries.  In 
recent  months,  about  half  of 
new  investments  have  been 
allocated  to  Enroll  bonds, 
according  to  Daiwa  Europe. 
There  is  some  debate  about 
how  quickly  Japanese  insti- 
tutional investors  will  take 
to  the  euro,  but  the  direction 
is  clear. 

Stm,  a shift  out  at  Trea- 
suries by  Japanese  investors 
might  not  be  the  apocalypse 
for  the  US  that  so  many  pre- 
dict. Even  in  the  unlikely 
event  that  the  Japanese 
were  to  repatriate  all  $265bn 
of  their  holdings  in  US  trea- 
sury bonds,  that  could  be 


compensated  by  domestic 
investors  in  the  US  inereas-  ' 
mg  their  bond  weighting  by  ( 
just  4 per  cent  at  the", 
expense  of  equities,  says 
Phyllis  Reed,  a European  ' 
bond  strategist  at  Barclays' 
Capital 

The  real  danger  for  the 
dollar  is  not  the  new  euro  on 
tbe  block,  but  that  foreign' 
investors’  passion  for  US 
markets  is  cooling.  Foreign 
capital  inflows  into  US  . 
equity  and  bond  markets  *' 
totalled  $194bn  in  the  first'  , 
three  quarters  of  1997. 
Assuming  that  pace  was  . * 
maintained  in  tbe  last 
ter.  observes  Bear  Steant/y : 
economist  David  Brown,  net1, 
inflows  in  1998  will  have  fin- ' 
isbed  a third  lower  than  in  „ 
1997- 

To  make  matters  worse,, 
the  US  is  expected  to  have  a- ' 
current  account  deficit  of-, 
$300bn  this  year.  It  needs  . 
huge  foreign  capital  inflows,;  ■ 
just  when  the  declines  in  US.  ' 
corporate  profits  in  forecast  1 
for  1995  and  1999  make  the,] , 
US  stock  market  look  more1, 
scandalously  overpriced 
than  ever. 

“If  foreign  investors  take  , 
the  view  that  the  US  is  an; 
over-invested  economy,  they.  '* 
will  not  put  as  much  In  US  , 
markets.  That’s  a much  big-' : 
ger  factor  in  the  immediate' 
future  of  the  dollar  than  the  ." 
euro,”  says  one  economist. 

The  dollar,  like  so  much  etoW. 
in  the  US.  looks  precariously^ 
perched  on  the  stock  mar- 
ket’s house  of  cards. 
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Japanese  oH  groups  step  up  cost-cutting  plans : 


>'■  *.rn  ■ 
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By  Alexantfca  Harney  in  Tokyo 


Showa  Shell  Sekiyu  and 
Cosmo  OIL  two  leading  Japa- 
nese oil  groups,  are  stepping 
up  plans  to  cut  costs  and 
improve  cash  flow  by  cutting 
staff,  selling  assets,  and 
slimming  distribution  net- 
works. 

The  moves  underscore  the 
mounting  pressure  on  Japa- 
nese oQ  companies  to  bring 
their  cost  base  in  line  with 


global  standards  amid 
heightened  competition  In 
the  industry. 

Over  the  past  year,  the 
industry  has  seen  its  largest- 
ever  domestic  merger, 
between  Nippon  Oil  and  Mit- 
subishi OQ  last  October,  and 
global  tie-ups  between 
Amoco  and  British  Petro- 
leum and  Exxon  and  MotriL 

Deregulatory  reforms 
launched  by  tbe  Japanese 
government  have  also  made 


market  conditions  tougher, 
and  further  mergers  are  said 
to  be  under  discussion. 

In  an  nnn«fti^i  move  in  t.h*> 
Japanese  oil  industry, 
Cosmo  Oil,  one  of  tbe  big 
seven  groups,  said  it  would 
securitise  some  assets  and 
bcH  others  as  part  of  a plan, 
to  reduce  interest-bearing 
debt  from  Y400bn  to  Y200hn 
(gl-Sbn)  by  March  2003. 

However,  it  declined  to 
specify  which  assets  would 


be  targeted.  The  group  also 
deepened  cuts  initially 
announced  last  year,  with  an 
additional  Y20bn  in  cost 
redactions,  mainly  through 
wage  cuts,  early  retirement 
and  improvements  in  admin- 
istrative efficiency. 

Showa  Shell,  part  of  the 
Royal  Dutch-Shell  group, 
announced  a broad  restruct- 
uring programme  aimed  at 
reducing  expenses.  The  chief 
reforms  are  the  elimination 


of  900  jobs,  or  nearly  30  per 
cent  of  the  workforce,  and  _ 
the  reduction,  of  sales,  geit* 
eral  and  administrative* 
expenses. 

The  job,  cuts,  which  were,, 
first  announced  last  Novem- .. 
ber  and  are  scheduled  to 
begin  this  month,  would  be 
achieved  through  natural1*, 
attrition,  extended  holidays,  ’ 
retirement  plans,  and  trans- 
fers to  subsidiaries  and  affili-  ‘ 
a ted  companies. 
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EMERGING  MARKETS  EQUITIES  RALLY  'NOT  SUSTAINABLE’ 
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Indonesian  rebound 
causes  little  joy 
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By  Sander  Timms  in  Jakarta 

Indonesia  outperformed 
within  a strong  rebound  for 
Asian  stock  markets  last 
week,  but  analysts  saw  little 
czfuse  for  a sustained  rally. 

Tbe  Jakarta  Stock 
Exchange  composite  index 
moved  lower  on  Friday,  as 
investors  pocketed  some  of 
the  recent  profits,  but  it  still 
tuSroed  In  a net  gain  over  the 
five  days  of  10.3  per  cent, 
having  risen  3.6  per  cent  on 
Tuesday,  4.5  per  cent  on 
%dnesday  and  7.2  per  cent 
Thursday  after  a wave  of 
VJreign  buying  orders.  - 
' Some  traders  credited  tbe 
strong  showing  to  the  con-  - 
servative  draft  budget  sub- 
mitted to  parliament  for  the 
fiscal  year  starting  April  1. 

Parliament  members  sur- 
prised the  market  on  Friday 
by  saying  they  wanted  an 
even  more  cautious  budget, 
rather  than  heavy  spending 
on  social  welfare  ahead  of 
elections  in  June. 

However,  other  analysts 
said  shares  rose  faster  than 
elsewhere  because  of  tbe  dis- 
proportionately heavy 
impact  of  renewed  foreign 
bdying  across  Asia  on  Jak- 
arta's low  trading  volume. 
Net  buying  by  foreign  inves- 
amounted  to  Rp24lbn 
a)  during  the  biggest 
on  Thursday,  while 
Itqfel  trading  volume  on  Fri- 
day was  a mere  Rp376hn. 

*The  Indonesian  stock 
market  has  been  ~ under* 
weighted  by  most  investors, 
compared  with  Korea  and 
Thailand  for  Instance,"  said 
David  Chang,  head  of 
research  at  Trimegah  Securi- 
ties. “We  got  less  money 
thhn  the  others,  but  because 
our  market  is  small,  when 
money  comes  in  it  goes  tip 
sharply  and  tbe  locals  tend 
to  jump  on  the  bandwagon.” 

"This  is  not  sustainable," 
Mr  Chang  added.  “There  are 
no  fundamental  improve- 
ments in  the  companies.  Tbe 
buying  we  saw  was  mostly 
in  the  blue  chips,”  such  as 
the  telephone  utility  Teleko- 
munikasi  Indonesia  and  tig- . 
tujsjyte  manufacturer  Gudang.  \ 
■ ifciSnn'  which  were  also  the'  * 
frggest  losers  "on  Friday. 
“The  foreigners  will  not  keep 
buying  and  the  locals  will 
wind  down  ahead  of  Idul 


Indonesia 

Jakarta  Composite " 


Fitri,”  he  said,  referring  to  a 
week  of  holidays  starting  on  ^ 
January  16  that  marks  the 
end  of  Ramadan. 

The  coming  months  offer 
little  ground  for  a big 
rebound,  traders  said.  Many 
fbar  renewed  political  unrest 
ahead  of  parliamentary  elec- 
tions in  June  and  presiden- 
tial elections  later  this  year, 
and  a"  further  deterioration 
in  law  and  order  that  is 
likely  to  hinder  production, 
transport  and  consumption. 

“Up  to  the  elections, 
nobody  is  going  to  take  a . 
fundamental  decision  on 
Indonesia.  What  we’ll  see  is 
heavy  volatility  continue, 
mostly  on  political  events. 
This  is  a bit  of  a traders' 
market  if  you’re  looking  for 
short-term  profits,”  said  Ray 
Anthony,  analyst  with  GJL 
Goh  Ometraco. 

A strong  rebound  and  sub- 
sequent stabilisation  of  tbe 
rupiah  late  last  year,  com- 
bined with  a sharp  drop  in 
inflation,  has  given  Indon- 
esia some  relief  and  hope  of 
recovery,  but  traders  felt 
this  would  make  little  differ- 
ence to  the  equity  market 

“This  is  tbe  trough,”  Mr 
Anthony  said.  “We’ve  seen 
the  worst  of  GDP  contrac- 
tion, of  runaway  inflation. 
The  blue  chips  have  proven 
quite  resilient  But  I doubt 
business  will  change  much.” 

A stronger  and  more  sta- 
ble rupiah  eases  the  pressure 
of  foreign  debt  and  offers 
hope  for  survival  to  many  of 
the  bjue  chip?,. ’but  it  has.r; 
little,  shbrt-teilh  Impact  bs‘  ’ 
few  are  making,  debt  repay- 
ments and  even  at  tbe  cnr-  . 
rent  exchange  rate  debts  are 
three  times  pre-crisis  levels.  ' 


. In  contrast;  a stronger 
rupiah  has  an  immediate 
impact  on  the  competitive- 
ness of  Indonesian  exports 
and  the  rupiah  returns  on 
dollar-denomlnated  commod- 
ities, the  country’s  main 
source  of  income. 

The  National  Bureau  of 
Statistics  last  week  reported 
a 5.7  per  cent  drop  in  exports 
in  the  first  nine  months  of 
1998,  to  $35.25bn.  Exports  to 
Japan,  the  largest  market, 
dropped  29.56  per  cent  to 
$37.25bn  in  the  first  10 
months. 

‘ Analysts  and  bankers  have 
also  noted  renewed  interest 
from  strategic  investors, 
both  bargain  hunters  and 
old  participants.  Newspapers 
reported  last  week  that  Per- 
tamina,  tbe  oil  and  gas 
monopoly,  expected  its  con- 
tractors to  spend  S5Abn  on 
exploration  and  production 
in  1999,  a rise  of  $4Jftm  cm 
last  year. 

Taken  at  face  value, 
year-on-year,  Jakarta  was 
one  of  tiie  world's  best  per- 
forming markets  in  1998, 
ending  down  only  one  per 
cent  when  all  but  a handful 
dropped  sharply.  This  statis- 
tic is  somewhat  misleading, 
however,  as  Jakarta's  shares 
collapsed  ahead  of  the  pack 
in  1997,  making  it  the  worst 
performing  market  in  that 
year,  and  rebounded  only  in 
late  1998. 

In  dollar  terms,  also,  tbe 
index  dropped  by  roughly  a 
third,  along  with  the  rupiah 
and.  fargign  ^nvestprs  sold 
Rp5,ib0bn  ($&7.5in)  jno're 
than  they  bou^t' Virtually 
all  brokerages  have  cut  staff 
and  some  have  even  moved 
their  researchers  abroad. 
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plans  Hong  Kong  float 


By  Louisa  Lucas  la  Hong  Kong 

A Chinese  form  group  is 
preparing  to  float  on  the 
Hong  Kong  stock  market, 
signalling  a return  of  the 
socalled  H-shares. 

Market  weakness  and 
volatility  made  1996 
je  weakest  year  for  H-share 
vogues  - the  name  given  to 
the  stock  of  mainland  enter- 
prises that  list  on  tbe  Hong 
Kong  stock  market  - since 
they  began  in  1993. 

Heilongjiang  Agriculture 
is  expected  to  raise  up  to 
RMBl.Sbn  (f217fn).  As  the 
first  mainland  forming  stock 
- a sector  fevoured  by  the 
mainland  authorities  under 
the  current  batch  of  compa- 
nies slated  for  an  overseas 
listing  - analysts  think  it 


will  find  favour  with  inves- 
tors jaded  with  the  restricted 
range  of  H shares. 

Heilongjiang  Agriculture 
is  expected  to  issue  shares 
on  a price/earnings  multiple 
of  about  nine ' times  last 
year's  earnings,  in  fine  with 
tbe  more  conservative  multi- 
ples now  offered  by  main-' 
land  stocks. 

China  Telecom  Hong 
Kong,  which  launched  its 
US$4bn  offering  as  the  mar- 
kets started  , to  crumble  in 
October  1997,  boasted  a p/e 
ratio  of  more  than  30  times 
1997  earnings,  although  tele- 
coms companies  naturally 
have  higher  p/e  ratios. 

As  with  issues  launched  in 
1997,  part  of  Heilongjiang 
Agriculture  is  expected  to  be 
snapped  up  by  strategic 


investors.  Typically  these 
buyers  have  been  Hong 
Kong  companies,  but  banks 
have  also  taken  stakes  in 
groups  they  bring  to  market 

BNP  Prime  Peregrine  Cap- 
ital, which  comprises  most 
of  the  former  greater  China 
team  of  Peregrine;  the  pan- 
Asiafl  Investment  hank  that 
collapsed  last  Jahuary,  is 
sponsoring  the  issue  with 
ING  Barings. 

If  the  Hong  Kong  market 
picks  upL  several  issues 
deferred  last  year  are  expec- 
ted to  launch.  Among  those 
looking  to  float  are  Hebei 
Expressway,  which  is  expec- 
ted to  appoint  Deutsche  Mor- 
gan Grenfell  as  global  coor- 
dinator, and  Ningbo  Port, 
understood  to  be-  seeking 
US*100m-US«20Qm, 
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POTASH  BIGGEST  PRODUCER  IN  TALKS  TO  BUY  EISENBERG  FAMILY  HOLDING 


PCS  seeks  Israel  Chemicals  stake 


By  Avf  MachDs  bt  Jerusalem 

Potash  Corporation  of 
Saskatchewan,  the  world's 
biggest  potash  producer,  has 
moved  to  secure  control  of 
Israel  Chemicals,  the  export- 
driven  chemicals  group,  by 
acquiring  one  of  Israel's  big- 
gest holding  companies. 

Israel  Corporation,  a con- 
glomerate controlled  by  the 
fexnlly  of  the  late  billionaire 
Saul  Elsenberg.  yesterday 
said  it  bari  launched  taifcg 
with  PCS  to  sell  the  Eisen- 
berg  family's  53  per  cent 
stake  in  the  group.  At  cur- 


rent market  capitalisation, 
that  would  be  worth  about 
ShkLlbn  (*269m). 

Shares  of  Israel  Corp. 
which  owns  52  per  cent  of 
Israel  Chemicals,  jumped 

4.46  per  cent  on  the  Tel  Aviv 
Stock  Exchange  yesterday  to 
Shk39£L  Israel  Chemicals 
rose  3.64  per  cent  on  the 
news  to  Shk4L27. 

Last  month.  PCS  bought  9 
per  cent  of  Israel  Chemicals 
for  ShkS80m  when  the  gov- 
ernment liquidated  its  3li 
per  cent  stake.  Control  of 
Israel  Chemicals  would 
allow  PCS,  which  is  focused 


in  Nath  America,  to  estab- 
lish a presence  in  European 
and  Asian  markets. 

Israel  Chemicals  recently 
beat  PCS  in  a tender  for 
Grupo  Potasas,  the  Spanish 
potash  producer.  Dead  Sea 
Works,  an  Israel  ffhumiraU 
subsidiary,  is  building  a 
S486m  potash  plant  in  China. 

“This  is  a big  vote  of  confi- 
dence in  the  Israeli  econ- 
omy," said  Martin  Getfinan, 
equity  analyst  at  Nessuah- 
Zannex  Securities  in  Tel 
Aviv.  “If  PCS  closes  the  deal 
and  then  sells  off  Israel 
Carp’s  non-chemicals  assets. 


it  will  also  contribute  to 
breaking  up  concentration  in 
the  Israeli  economy.” 

Israel  Corp  is  a diversified 
holding  company  with  assets 
in  sectors  ranging  from  prop- 
erty to  shipping.  If  the  deal 
is  sealed,  PCS  will  probably 
break  up  the  conglomerate 
and  retain  control  of  the 
p.hpmiralQ  group,  which  had 
net  income  of  S94m  and  reve- 
nues of  $l-38bn  In  the  first 
nine  months  of  1998.  Israel 
Corp  had  net  profits  of 
Shkl92m  on  revenues  of 
Shk2.4bn  over  the  same 
period. 


Saul  Elsenberg,  who  made 
his  fortune  trading  in  the 
Far  East  and  especially 
China,  moved  his  headquar- 
ters to  Tel  Aviv  30  years  ago. 
His  death  in  April  1997 
sparked  a bitter  family  dis- 
pute over  the  estate. 

Erwin  Elsenberg,  the  son 
who  has  taken  control  of  the 
businesses,  said  he  hoped 
the  sale  of  Israel  Corp  would 
end  the  disputes  and 
rejected  predictions  that  it 
would  mark  the  end  of  the 
Elsenberg  presence  In  Israel, 
and  pledged  to  continue 
rtning  business  In  there. 


Texaco  to  book 
charge  of  $350m 


By  HBary  Dugin  in  Houston 


Texaco  is  to  take  special 
charges  of  about  $350m  on 
fourth-quarter  earnings  as  it 
joins  other  leading  oil  com- 
panies grappling  with  low  oil 
prices  by  cutting  capital 
spending,  laying  off  workers 
and  writing  down  the  value 
of  oil  and  gas  holdings. 

Tbe  announcement  by 
Texaco,  which  earlier  said  It 
would  cut  its  1999  capital 
spending  budget  by  14  per 
cent  to  $3.7bn,  follows  simi- 
lar announcements  by  other 
ofi  companies  inninding  Con- 
oco and  Philhps  Petroleum. 

While  analysts  say  these 
actions  are  a step  in  the 
right  direction  some  view 
them  as  merely  a short-term 
solution  to  a situation  that 
requires  more  drastic  mea- 
sures. Companies  innln  fling 
British  Petroleum  and 
Amoco  and  Exxon  and  Mobil 
that  have  decided  to  restruc- 


ture through  mergers  have 
dealt  with  the  problem  head 
on  they  say. 

Texaco  said  on  Friday  its 
fourth-quarter  1998  results 
would  include  net  special 
charges  of  about  $350m 
Including  restructuring  costs 
anti  write-downs  on  tbe  val- 
ues of  inventories  and  oil 
and  gas  properties.  The  com- 
pany is  cutting  about  2/100 
from  its  worldwide  work- 
force of  about  20,000. 

Texaco  said  its  pwrwiwgw 
for  the  quarter,  excluding 
special  charges,  would  be 
between  IS  and  16  cents  a 
share.  Analysts  bad  been 
expecting  earnings  of  30 
cents  based  on  estimates 
compiled  by  First  Call,  a 
Boston-based  researcher  that 
tracks  analysts’  estimates. 

In  tbe  1997  fourth  quarter 
Texaco  earned  $472m,  or  87 
cents  a share,  before  special 
benefits  of  $151m.  Revenues 
totalled  $i2.05bn. 


Investcorp  to  acquire 
division  from  Ascend 


By  WBCam  lewis 
h New  York 


Investcorp,  tbe  global 
investment  group,  has 
agreed  to  acquire  the  Stratus 
Enterprise  Computer  divi- 
sion of  Ascend  Communica- 
tions, ♦’hn  us  telecommuni- 
cations  equipment  company. 

For  Investcorp,  one  of  the 
world’s  leading  private 
equity  groups,  this  technol- 
ogy deal  provides  further 
evidence  of  its  move  into 
new  industry  sectors. 

In  recent  years  investcorp 
has  became  best  known  Em- 
its retail  brand  investments, 
including  Saks,  the  US  store 
group.  Tiffany  and  Gucci. 

’ However,  last  year  the 
group  made  its  first  health- 
care sector  investment  when 
it  acquired  Harborside 
Healthcare,  a US  nursing 
home  company. 

Terms  of  the  deal  with 


Ascend  are  not  being  dis- 
closed, but  it  is  said  by 
people  dose  to  the  transac- 
tion to  be  more  than  glOQm 
in  value.  Investcorp  is  part- 
nering Stratus  management, 
which  is  investing  about 

$3m  to  (4m. 

The  sell-off  follows 
Ascend’s  takeover  of  Stratus 
Computer  last  October.  At 
tbe  time  the  US  group  made 
clear  It  wanted  to  sell  off 
Stratus’s  non-telecoms  busi- 
ness, and  tbe  deal  with 
Investcorp  goes  most  of  the 
way  to  achieving  that. 

The  new  independent  com- 
pany, to  be  called  Stratus 
Computer,  provides  speci- 
alised computer  servers  and 
related  services  for  so-called 
mission-critical  business 
applications. 

In  the  year  to  December  31 
1998,  the  division  Investcorp 
is  buying  bad  revenues  of 
about  S275m. 


“As  a leading  player  in  the 
growing  market  for  continu- 
ous availability  computing 
systems.  Stratus  Is  well  posi- 
tioned, with  both  its  current 
product  platforms  and  those 
currently  under  develop- 
ment, to  capitalise  on  the 
anticipated  growth  In  this 
market,”  said  Christopher 
Stadler,  a member  of  Invest- 
corp’s  management  commit- 
tee. 

Mory  Ejabat,  president 
and  chief  executive  officer  of 
Ascend,  said  “our  divesti- 
tures of  Status’s  non-telco 
businesses  will  strengthen 
Ascend’s  focus  and  leader- 
ship in  the  fpTw*nrmrmn<ra». 
tions  market”. 

The  transaction  is  expec- 
ted to  close  in  the  first  quar- 
ter of  this  year. 

Founded  in  1982,  Invest- 
corp has  completed  a total  of 
more  than  70  deals  worth 
about  $l2bn. 


Sodexho 


Quality  of  Dnity  Vfte- 


FOOD  AND  MANAGEMENT  SERVICES 

Business  and  Iwdusfn/.  HospflaJs.  Clinics.  Retirement  Homes.  Schools  Co/lepes  Universities 
REMOTE  SITE  MANAGEMENT  • SERVICE  VOUCHERS  AND  CARDS  • RIVER  CRUISES 


Focus  on  synergies, 
organic  growth  and  cash  flow 


A VERY  CLEAR 
STRATEGY 

To  pursue  the  current  phase  of 
consolidation  with  a focus  on: 


“Sodexho  Alliance's  philosophy  is  designed 
to  satisfy  its  clients,  meet  the  aspirations  of 
its  employees,  and  to  create  value  for  its  share- 
holders. To  meet  these  expectations,  we  have 
made  Sodexho  a growth  company 

Pierre  BELLON 
Chairman  and  CEO  of  Sodexho  Alliance. 

A STRONG  GROWTH 
FOR  FISCAL  YEAR  97/98 

Including  Sodexho  Marriott  Services  since  March  28, 
1998. 

Key  figures 

I Consolidated  sales  revenues FRF  41  billion 

1+39%)  of  which  more  than  86%  come  from  outside 
France. 

Growth  breakdown : 

organic  growth 9% 

acquisitions 32% 

of  which  29%  due  to  Norh  America 

currency  effect - 2% 

I Operating  profit  FRF  1 .96  billion  (+  41  %) 

♦ Recurring  Group  share 

consolidated  net  income  . . . FRF  640  million  f+  19  %) 

I Group  share  of  consolidated 
uet  income FRF  550  million 

• Dividend  per  share FRF  8.80 

+ the  associated  tax  credit  of  FRF  4.40 

Total  dividend  per  share  FRF  1 3.20 

1 18  700  units  in  66  countries 
1 250  000  employees 

Expansion  throughout  the  year 

A decisive  event  in  Sodexho's  history:  the  merger  of 
its  North  American  Food  and  Management  Services 
business  with  that  of  Marriott  Management  Services. 

Creation  of  Sodexho  Marriott  Services  on  March  27i 
1998:  Sodexho  Alliance  is  the  largest  shareholders 
with  a 48,4%  interest. 


I development  of  synergies  in  every  aspect  of  our 
business, 

I organic  growth  speed  up, 
f cash  flow  improvement. 

Positive  outlook 

For  the  current  fiscal  year,  based  on  currently  avai- 
lable data  and  on  exchange  rates  on  Septl.  1998, 
when  Fiscal  year  began,  consolidated  sales  revenues 
should  reach  FRF  57  billion,  operating  profit  is 
expected  to  exceed  FRF  3 billion  and  recurring 
earnings  per  share  should  increase  by  20%. 

A successful  organic  growth. 

Food  and  Management  Services: 

Alcatel  corporate  headquarters  (1,000  people) 
and  the  schools  of  Marseille  (30,000  students)  and 
Grenoble  (8,000  students)  In  France;  Axa  (8  sites 
and  5,000  people)  In  the  United  Kingdom;  Sabena 
In  Belgium;  Philips  headquarters  in  Amsterdam 
and  the  Haagse-Hogeschool  in  the  Netherlands 
(15.000  students);  Danderyd  Hospital  in  Sweden 
(400  beds);  and  La  Compania  Minera  Antamfna  in 
1 Peru  (5,000  people). 

Service  Vouchers  and  Cards: 

The  Belgian  Post  Office  in  Brussels  (20,000  users) 
and  the  Association  of  State  of  Rio  Grande  Do  Sul's 
Companies  in  Brazil  (500.000  users). 


* * * 


Sodexho 

ALLIANCE 

lit  make  a world  of  difference 


Sodexho  Alliance  worldwide  leader  in  food 
and  management  services 


BP  100  - 78883  SAINT-QUENT1N-YVEL1NES  CEDEX  - Phone:  +33  l 30  85  74  74  - Fax:  +33  1 30  85  51  81 

Internet : http://www.sodexho.com 
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After  a frantic  start  to  1399 
continued  hectic  activity  is’ 
likely  in  New  York  this 
wksR.  with  the  release  of 
important  economic  data 
and  the  beginning  of  the 
fourth-quarter  corporate 
results  season. 

At  the  end  of  last  week, 
the  main  equity  Indices 
stood  at  records,  with  the 
DJIA  at  9,643.32,  already  up 
from  9,181 .43  at  year-end. 
The  S&P  500  stood  at 
1,275.09,  already  meeting  the 
most  confident  forecasts  by 
equity  strategists  for  the  end 
of  the  year.  Treasury  bond 
yields  increased  slightly 
during  the  week,  with  the 
benchmark  30-year  bond 
yielding  5.288  per  cent. 

The  employment  report  for 
December,  published  on 
Friday,  showed  greater 
strength  than  expected.  This 
will  bring  more  focus  on  thin 
week's  release  of  consumer 
prices  and  retail  sales 
figures  for  December. 

Standard  & Poor’s  MMS 
expects  a 0.2  per  cent  rise  in 
consumer  prices,  mainly  due 
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to  higher  cigarette  prices. 

Wednesday  will  see  the 
producer  price  index  while 
industrial  production  figures 
will  be  published  on  Friday. 

Results  are  expected  from 
several  regional  banks  and 
some  large  manufacturers, 
but  the  greatest  interest  will 
be  in  Intel  and  stocks  that 
benefit  Cram  the  internet 


Hie  Rank  of  England's  rate 
cut  last  week  emphasised 
that  the  authorities' 
concerns,  focused  on 
inflation  as  recently  as  last 
. summer,  have  shifted  to 
recession. 

This  week  sees  the 
publidation  of  a broad  range 
of  economic  indicators.  The 
damage  that  the  strong 
pound  and  the  slowing 
economy  have  done  to  the 
industrial  sector  should  be 
illustrated  today  with 
November  figures  on 
industrial  production  and 
manufacturing  output  They 
are  expected  to  show  that 
production  and  output 
(which  excludes  the  energy 
sector)  dropped  by  03  per 
cent  mo  nth -on -month. 
Production  is  forecast  to 
have  been  up  0.7  per  cent  on 
the  year  and  output  down  03 
percent 

December  figures  for 
unemployment  are  eyp»cted 
to  show  that  the  jobless 
total,  which  has  started  to 
edge  up,  will  have  risen  by  a 
farther  iojjoo. 
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Anecdotal  reports  have 
suggested  there  was  a late 
pre-Christmas  surge  by 
shoppers  and  Tuesday's 
British  Retail  Consortium 
survey  will  give  an  early  * 
indication  of  sentiment  in 
the  high  street 
The  main  results  interest 
will  be  In  Interim  figures 
from  Tomkins  and  FI  Group. 


Frankfurt  investors  are 
looking  this  week  to  extend 
the  strong  start  to  the  New 
. Year  made  by  the  blue-chip 
Dax  index.  Trading  volumes 
are  expected  to  pick  up  as 
confidence  grows  in 
enrcKleno initiated  systems 
and  many  traders  come  har> 
to  work  today  after  an 
extended  Christmas  and 
New  Year  holiday. 

Verelns-und  Westbank  of 
Hamburg  says  European 
stock  markets  are  still 
underpriced,  and  the  lack  of 
attractive  alternatives  la 
pushing  investors  into 
buying.  It  predicts  profits  of 
the  top  30  Dax  companies 
will  grow  an  average  12  per 
cent  this  year. 

Motor  vehicle  and 
telecommimlcations  stocks 
benefited  last  week  from 
repeated  suggestions  of 
impending  mergers  and 
takeovers.  Luxury  car  maker 
BMW  remains  a particular 
object  of  attention  as  a 
possible  takeover  target 
But  the  market  will  keep 
one  eye  on  Japan,  where 
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continued  strength  in  the 
yen  might  act  as  a check  on 
the  Dax.  The  index  finished 
on  Friday  at  5,370  points,  up 
73  per  cent  on  its  1998  dose. 
However,  many  investors 
expect  it  to  touch  5,500 
points  this  week  and  some 
even  think  it  will  jump  later 
this  month  to  6,000,  a level 
not  seen  since  last  summer. 


With  few  grounds  for 
optimism  about  the 
Japanese  economy,  attention 
will  focus  on  the  yen-dollar 
exchange  rate,  the  US  stock 
market  and  Japanese 
government  bonds  this 
week.  The  yen’s  rise  to  Y110 
late  last  week  - its  highest 
since  September  1996  - sent 
equities  tumbling  on 
concern  about  the  impact  on 
leading  exporters. 

The  Nikkei  225  index  fell 
33  per  cent  to  close  at 
1339131,  with  blue  chips 
such  as  Sony,  the  electronics 
and  multimedia  group,  and 
Bridgestone,  the  tyre  maker, 
suffering  losses  on  the  week. 

The  root  of  the  concern  is 
that  the  strong  yen  will  force 

1 exporters  that  based 
earnings  forecasts  on  a 
Y115-Y120  dollar  rate  to 
revise  them  downwards. 
Without  a weakening  in  the 
yen.  the  Nikkei  has  plenty  of 
downwards  potential. 

The  bond  market  rose  last 
week,  with  yields  sliding  to 
1.67  per  cent  from  just  above 

2 per  cent  at  the  year-end. 
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following  a successful 
government  auction. 

Data  on  Japan’s  current  ' 
account  in  November,  due 
on  Tuesday,  are  expected  to 
show  a continued  fall  to 
Yl.MObn,  from  Yl33Sbn  fo 
October. 

The  markets  will  be  closed 
on  Friday  for  the  Coming  of 
Age  holiday. 
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sales  likely 
to  push 
Intel  ahead 
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Intel,  the  world's  leading 
chlpmaker,  is  tomorrow 
expected  to  report  fourth- 
quarter  earnings  per  share 
of  $1-06,  against  98  cents  a 
year  ago.  This  would  be 
broadly  in  line  with  com- 
pany projections  and  buoyed 
by  strong  seasonal  sales  of 
personal  computers.  Ana- 
lysts will  focus  on  the  com- 
pany's guidance  for  revenues 
and  earnings  for  the  first 
quarter  and  indications  as  to 
whether  there  has  been  any 
build-up  In  inventories  on 
over-optimistic  expectations 
of  PC  sales.  AFX-Naas 


TODAY 
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Open  for 


business. 


• Tomkins,  the  UK  diversi- 
fied industrial  group,  reports 
Interim  results  and  any 
statement  on  prospects  could 
produce  some  disappoint- 
ment Greg  Hutchings,  chair- 
man. is  believed  to  be  ada- 
mant that  he  win  not  break 
up  the  company.  Analysts 
will  focus  on  its  operating 
performance.  John  Nuttall  at 
WestLB  Panmure  forecasts 
an  underlying  pre-tax  figure 
up  7 per  cent  to  £229.5m. 
($376m).  There  is  concern 
that  its  US  vehicle  compo- 
nent suppliers  business  fares 
a margins  erosion. 


Gibb  Hufchinfls  h determined  Tomfdm  w*  not  be  broken , 


online  media  companies, 
Yahoo!  is  expected  to  report 
fourth-quarter  earnings  per 
sbare  of  16  cents,  up  from  4 
cents  a year  ago.  AFXNews 


dnven  by  the  growth  of  the 
sub*i,ooo  PC  market 
AFX-News 


WEDNESDAY 


TUESDAY 


• In  what  will  be  a bell- 
wether result  for  other  US 


• Strong  demand  for  its  K6 
Processors  used  In  low-cost 
PCs  is  expected  to  help 
Advanced  Micro  Devices,  the 
us  Chipmaker.  report  fourth- 
qoarter  earnings  per  share 
or  17  cents,  compared  with 
losses  of  9 cents  a share. 
Analysts  expect  AMD  to 
report  fourth-quarter  unit 
shipments  of  5m  or  more, 


• Strong  sales  of  the  iMac 
PC  are  set  to  give  Apple 
computer  its  most  profitable 
quarter  in  two  years,  accord- 
ing to  analysts.  Apple  is 
expected  to  report  first-quar- 
ter earnings  of  68  cents  a 
share,  against  33  cents  a 
year  earlier.  The  group  said 
last  week  it  had  sold  800,000 
“fees  between  the  launch  in 
mid-August  and  the  end  of 
the  year.  AFX-News 


to  take  its  toll  on  earnings  at 
Eastman  Kodak,  the  US 
mmgtng  group,  according  to 
analysts.  Kodak  is  expected 
to  report  fourth-quarter 
earnings  of  Si.15,  up  from  76 
rents  a year  ago  but  lower 
than  the  third  quarter’s 
$131.  AFX-News 


NEW  INTERNATIONAL  BOND 


• A mounting  price  war 
with  Japan's  Fuji  is  expected 


• Dixons,  the  UK  retailer 
pmy  give  an  update  on  its 
internet  service.  Freeserve, 
along  with  its  interiw* 
results,  in  November,  juaj 
eight  weeks  after  its  Launch* 
Dixons  said  Freeserve  had  1 
customers,  only 
25,000  behind  AOL,  the  UK 
market  leader. 
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For  more  information  please  call: 

Tel:  +44  171  873  3348  Fax:  +44  171  873  4331 
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FINANCIAL.  TIMES  MONDAY  JANUARY  11  1999 


DIVIDEND  & INTEREST  PAYMENTS 


■ TODAY 
Abbeycrest  1.6p 
Apollo  Metals  8p  Cv  Prf  4p 
Bank  of  Ireland  IR95p 
Bridport  Sp 
British  Steel  3p 
BTM  Finance  8%%  Bds  2001 
$687,500 

Evans  of  Leeds  159p 
Granada  1114%  Bds  2019 

£1<125 

Higher  Education  Sec  Invs 
Seriesl  FRN  2028  £557.99 
Do  Class  A2  FRN  2028 
£ 620.08 

Do  Class  A3'  FRN  2028 

£644.63 

Do  Class  A4  FRN  2028 
£707.75 

Do  Class  Bl  FRN  £751.59 
Do  Class  B2  FRN  E75L59 
Ireland  8'A%  Bds  2004 
IR4.28493 

Japan  Airlines  6_9%  Bds  2001 
..Y690000 

JS/Do  65%  Bds  2002  Y690000 
TV  Kensington  & Chelsea 
* 12.15%  2006  £5.575 
Kobe  Steel  6.9%  Bds  2001 
. Y 690000 

Leo  2 Class  B FRN  2032 
£23856 

Lotbbury  Nal  Class  A2  FRN 

2031  £1894.20 

Do  Class  B FRN  2031  £210671 
MMT  Computing  I0_5p 
Morris  (Pb)  $0.44 
Prowting  25p 

RAMS  Mtg  Class  A1  FRN 

2032  $1544.88 


Do  Class  A2  FRN  2032 
$155621 

Do  Class  B FRN  2032  $1627.04 
Rolls-Royce  2.45p 
Do  ADR  $05506 
600  Group  1.5p 
Transtec  055p 
Vibroplant  L4p 
Whitbread  728p 

■ TOMORROW 

Abbey  Natl  Treasury  FRN 
2010  Lire650000 
Booker  ADS  $03493 
Conversion  9%  2011  £450 
DO  9%%  2001  £4.75 
Diploma  lOp 
Fluor  $050 

Framlington  Inc  & Capital 
Inc  lp 
GWR  1.6p 
Perpetual  38p 

Secs  Tst  of  Scotland  Inc 
1.17p 

Sterling  Publsg  05p 
Tongaat-Hulett  R1.60 
Trinity  Care  l.Tp 
Wren  lp 

■ WBD  JANUARY  13 

Alps  Electric  7%  Bds  1999 
Y700000 

Do  7%  Bds  2000  Y 700000 
City  Merchants  High  Yield 
Tst  2.75p 
Jos  355p 
Petrofwa  Bfr460 
Ransom  (Wm)  0l89p 
Satnsbury  (J)  4.02p 
Vosper  Thoraycroft  9p 


23 


THE  WEEK  AHEAD 


■ THORS  JANUARY  14 
Caledonia  invs  7p 

City  of  London  PR  152p 
Close  Bros  Protected  VCT 
L31p 

Close  Bros  Vent  Cap  2.75p 
Do  C 2_5p 

Funding  3%%  1999/04  £1.75 
Highland  Distillers  7.l5p 
Hmo  Motors  69%  Bds  1999 
Y690000 

Jupiter  Geared  Capital  & Inc 
455p 

Kobe  Steel  5Y.%  Bds  2003 
Y575000 

London  Merchant  Secs  05p 
M & G Group  27.5p 
NatWest  Enterprise  Trust  8p 
NEC  68%  Bds  2000  Y680000 
People’s  ConstructiQn  Bank 
of  China  FRN  2000  $32605 
Ricoh  7%  Bds  2000  Y700000 
Standard  Child  FRN  Series  4 
BOLES 

Toshiba  6%%  Bds  1999 
Y67S000 

Treasury  13%  2000  £650 
Trifast  4_i7p 

■ FBI  JANUARY  15 
Aberdeen  Coxrv  Inc  l-Sp 
Aberdeen  Prfd  Inc  4p 
Agricultural  Credit  Corpn 
9%  2001  Ht£450 
Albemarle  Prop  Invs  10%% 
1st  Mtg  Deb  2012  £5.125 
Banner  Chemicals  65p 
Barclays  Bank  Prop  Index 
Certs  1998  £151 

Do  12%  Ln  2010  £6 


BCE  $0.34 

BFS  Inc  & Gwth  2-5p 
Do  Inc  2.5p 
Brockhampton  L7p 
Do  A N/V  L7p 
BSS  75p 

Chester  Asset  Rec  Dealings 
Nol  FRN  2000  £191755 
Do  No4  FRN  2004  £185-32 
Churchbury  Ests  45%  Prf 

2.1p 

City  Mtg  Rec  3 FRN  2023 
£2852 

Do  Class  B FRN  2023  £6659 
Do  Rec  4 Class  A FRN  2028 
£3640 

Do  Class  B FRN  2028  £6629 
Do  Rec  5 FRN  2032  £8.74 
Do  Class  B FRN  2032  £7651 
Do  Rec  6 FRN  2029  $35.43 
Do  Class  B FRN  2029  £6659 
Clyde  Blowers  553p 
Compco  L25p 

Fuller  Smith  & Turner  A 
352p 

Glenmorangie  A 3.5p 
Do  B L75p 

Covert  Strategic  Inv  10%% 
2016  £5.1875 

Helical  Bar  5%%  Prf  2012 
2.625p 

Inca  15%%  Ln  2006  £ 7675 
Ireland  7%%  1999  IRE3.75 
Do  9%  Bnd  2001  IR£4-50 
Irish  Permanent  8%%  Bds 
2004  XR£4584S3 
Johnson  Fry  Utilities  152p 
Do  Inc  L32p 
Marks  & Spencer  3.7p  . 
Motorola  Inc  $0.12 


Murray  Inti  35%  Prf  155p 
Northern  Investors  25p 
Nth  Surrey  Water  4%  Db  £2 
Do  Db  £2.125 
Do  5%%  Db  £2.625 
Occidental  Petroleum  $0-25 
Perkins  Foods  B 4.159P 
Do  8p  Cv  Prf  4p 
Quaker  Oats  $0585 
Rank  Finance  6%%  Nts  2008 
$31575 

Do  7%%  Nts  2018  $35,625 
RPC  1.65P 
St  Paul  Cos  $055 
Smith  (J)  Estates  2.lp 
SONAR  2 Class  A FRN  2022 

£15350 

Do  Class  B FRN  2022  £21153 
Sweden  11%  Ln  2012  £550 
Symonds  o.6p 

Treasury  9%%  1999  £4-75 
Victorian  Public  Authorities 
Finance  Agency  8%%  Bds 
2002  $41250 

Wellington  6.735%  Class  A 
FRN  2029  £84.1875 
Do  7535%  Class  B FRN  2029 
£91.6875 

Do  11%  Class  C FRN  2029 
£13750 

Whitehead  Mann  3.6p 
Wltan  3.4%  Prf  l.Tp 

■ SAT  JANUARY  16 
Treasury  8'/.%  2007  £455 

■ SUN  JANUARY  17 
Index-Linked  2%%  £2.0925 
Yorkshire  Electricity  9%% 
Bds  2020  955p 


UK  COMPANIES 

■ TODAY 

BOARD  MEETINGS: 

Finals: 

Denmans  Electrical,  FyfTes, 
Bacas.  PWS  Hldgs.  SCO 
Hldgs 
Interims: 

Tomkins,  Triad 

■ TOMORROW 
COMPANY  MEETINGS: 

Allied  Domecd.  Hotel  Inter- 
Continental. 1,  Hamilton 
Place.  Hyde  Park  Corner, 

wi.  1150 

Sanderson,  Swallow  Hotel, 
West  Bawtry  Road,  Rother- 
ham. South  Yorkshire,  1250 
BOARD  MEETINGS: 

Final: 

BcUongh 

Interims: 

Beliak,  Sa rills,  Wyko 

■ WED  JANUARY  13 
COMPANY  MEETINGS: 
Fenner,  20.  Farringdon  Road. 
EC1, 10.30 


Gleeson  (MJ).  Haredon 
House,  London  Road,  North 
Cheam.  Surrey.  12.00 
M & G Group.  Painters  Hall, 
Little  Trinity  Lane,  EC4, 
12.00 

Young  (H).  Dominion  House, 
Kennetside,  Newbury.  Berks, 
12.00 

BOARD  MEETINGS: 
Interims: 

Dixons,  FI  Grp,  Helton, 
Vega 

■ THTJRS  JANUARY  14 
COMPANY  MEETINGS: 
Character  Group.  Citigate 
Dewe  Rogerson.  26,  Finsbury 
Square,  EC2. 11.00 
Royal  Bank  of  Scotland, 
Edinburgh  Inti  Conference 
Centre,  The  Exchange,  Mor- 
rison Street,  Edinburgh, 
12.00 

BOARD  MEETINGS: 

Finals: 

Greenwich  Res 
ML  Laboratories 


Interim: 

Stanley  Leisure 

■ FRIDAY  JANUARY  15 
COMPANY  MEETINGS: 
Advanced  Power  Compts, 
Bridge  wood  Manor  Hotel. 
Brldgewood  Roundabout, 
Rochester,  Kent  12.00 
Bellway,  Copthome  Hotel. 
The  Close.  Quayside.  New- 
castle Upon  Tyne,  12.00 
BOC,  Dorchester,  Park  Lane, 
Wl,  1L00 

Company  meetings  are  agms 
unless  othcrurise  stated. 
Reports  and  accounts  are 
not  normally  available  until 
approximately  six  weeks 
after  the  board  meeting  to 
approve  the  preliminary 
results.  This  list  is  not  neces- 
sarily comprehensive  as 
companies  are  no  longer 
obliged  to  notify  the  Stock 
Exchange  of  imminent 
announcements. 


For  more  information  on  business  advertising  please  call: 
Tel:  +44  1 71  S73  4874 
Fax:  +44  171  873  3064 


CONFERENCES,  VENUES  AND  COURSES 


VENUES 
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At  last. 


Cairo 


becomes 


k 


ome 


to  a place  fit  £ 


or 


Kings. 


THE  NEW  CONRAD  INTERNATIONAL  CAIRO,  overlooking  the  Nile  if 
the  perfect  setting  for  either  business  or  pleasure.  It  b the  mart  prestigious 
hotel  to  have  been  built  In  Cairo  in  the  past  10  years.  Experience  the  real 
comfort  in  one  of  our  619  luxurious  guestrooms  and  suites  all  enjoying 
comprehensive  facilities  for  the  most  discerning  business  and  leisure 
travelers,  24  hour  business  center,  five  executive  floors  with  butler  service. 
a host  of  bars  and  themed  restaurants  with  terraces  overlooking  the  Ms. 
a fully  equipped  health  club  and  a world  class  casino.  Is  it  any  wonder  the 
Conrad  International  Cairo  is  considered  a hotel  worthy  of  kings. 

For  group  Inquiries  and  information,  please  call  the  Conrad  tnwmatkvwJ  Cairo  at 
(2QJ  2- 580-8000.  fax  {20J  2-58M080.  For  individual  rerennriora.  please  contact  your 
travel  planner  or  Hltton  Reservations  Worldwide  « (44)990  445  866.  You  can  also 
make  reservations  online  at  http^mweconradlmemattonaLeom. 


CONRAD 

NTERNATIONAL 


i 


Financial  Times  Conferences  & Courses 

International 
Conference  Venue 
Directory 

Advertise  in  this  regular  section  and  reach  over 
1 million  readers  including  some  of  the  most 
senior  & influential  decision  makers  worldwide. 


For  further  information,  please  contact: 
Jade  Sanderson 
Tel:  444  171  873  3507 
Fax:  +44  171  873  3765 

email:  jade.sanderson@FT.com 


CONFERENCES 


Conferences, 
Venues 
& Courses 


JANUARY  27 
East  Africa  Seminar 
This  one-day  FT  seminar  brings 
together  senior  ministers  from  the 
three  East  African  countries  and 
representatives  from  the  international 
business  community  to  examine 
recent  progress  in  the  East  African 
co-operation  procem. 

Contact:  Catherine  MacSweeney 

FT  Conferences 

Teh +44  171  87.1 3162 

Rax: +44  171  873  3067 

e-™il:  Catherine  jimcsweeney#ftxom 

LONDON 


JANUARY  28 
SECOND  AIRCRAFT 
LEASING  CONFERENCE 

An  opportunity  for  all  those  involved 
with  the  world  of  aircraft  leasing  to 
| ctfv  nwprynwi  rvafffj  moc iHfld 

with  the  tasxies&. 

Contact 

Sophie  Chi  pptndale 
Td:  +44  171  931  7072 
fii*.-f44  171  Wl  7186 
Fmaii-  awfeti?  aviation- indusuy-cora 

LONDON 


FEBRUARY  10 
Tough  Going  - bullying, 
harassment  and  conflict  in 
the  workplace 

How  wefl  do  you  cope  when  the  going 
gets  lough?  Examine  constructive 
approaches  to  huDying.  harassment  and 
conflict  U this  Industrial  Society  and 
Conflict  Management  Plus  conference. 
Contact  Conflict  Management  Phrs 
TO:  01763  849600/ 1 
Fax:  01763  849602 


LONDON 


FEBRUARY  21  -23 
Net  Effects 

Worldwide  Internet  Conference 
and  Exhibition  featuring  • Latest 
Developments  an  Research.  Marketing 
and  Advertising  on  the  Internet  • Pre- 
Conference  Workshop  ■ Exhibition 
- Commercial  Presentations.  Key 
speaker:  Steve  Markoviu.  CEO, 
[radii  Quest.  USA. 

For  programme/rejdstmioo  contact: 
ESQMAR  (European  Society  fot 
Opinion  and  Marketing  Research! 

Tel: +31-20-6642141 
fine +31-206642922 
Email-  conference  ^esomami 
Wcfastte:  wwwesonur.nl 
Hjftop  on  Park  Lane,  LONDON 

FEBRUARY  23 
Business  with  the  New  Italy 

niyfcvnm  and  ibr  Italian  of 

Commerce  bring  together  an 
exceptional  panel  including  The 
Minister  for  Foreign  Trade.  The  Italian 
Treasury.  Italian  industrialists  and 
bankers,  ro  examine  prospects  for 
business  with  the  New  Italy.  Spoason 
include  FreshCdds  and  Q Sole  24  Ore.  . . 
Contact:  CStyfonim  Ltd 
Tel:  01225  466744 
Fax:  01225442903 

e-mail:  1 067035270 9oompuservexam 
LONDON 

MARCH  3 6 4 
FT  New  Media  Conference 
in  the  aftermath  of  the  of  digital 
television  in  the  UK.  the  Financial 
Timet  New  Media  conference  will 
examine  the  stale  of  play  in  the  digital 
market  Disnngutihed  Speakers  include: 
Mr  Ian  West,  Sky  Entertainment;  Mr 
Tony  Ilbky,  Telewest  Coimnumcanons 
pfc;  Mr  Adam  Singer.  Flexech  pic;  Mr 
David  Docheny.  BBC  and  Mr  Stephen 
Grahinex  OwSgiia]. 

Ounce  Catherine  MacSweeney 
FT  Conferences 
Teh  (+441 171  873  3162 
Fax;  (+44 1 171 873  MOT 
Email:  raihrrinr.nmrsweenqrtPFTxom 
LONDON 


HEALTH  EFFECTS  OF 
VEHICLE  EMISSIONS 

This  International  Conference  url 
Identity  and  analyse  toy  areas  of 
concern  and  comprehensively 
examine  hew  current  tegfetetfcm. 
government  policies  and 
Innovations  can  provide  suMtonn. 
The  evert  wl  benefit  the 
attendance  of  NGOs.  MedteaJ 
PracSfionera,  Health  Professionals. 
Academics.  Environmortsl 
Specialists,  Local  Authorities  and 
Government  bodies,  together  wBh 
OS  Companies,  Air  Quality 
Constdtants,  AutomoMe  and 
Industrial  concerns. 

FOT  further  drtalta  phase  contact: 
Joaraia  Duncan 

Energy  Logistics  International  Ltd 
Tl*  +44  (0)1828671717 
Fas  +44  (0*108  871720 


Venae:  London 


International  Hotel  Investment 
Forum.  A Foots  on  Europe 
A powerful  and  thought-provoldng 
conference  on  today's  complex 
and  rapkty  changing  European 
hotel  markets  will  provide  a timely 
forum  to  address  Issues  important 
torthe  European  and  International 
hotel  Investment  communtly. 
Conference  Chairman  - Sir  Ian 
Prosser,  Chief  Executive  of  Bass 
PLC 

Contact  Toss  Pearson, 
Advanstar  Communications 
Tel;  01244  378888 
Fax:  01244  370011 


Hotel  Inter-ConUnantal 
Berlin,  Germany 


LANGUAGE  COURSES 


FAST.  EFFECTIVE.  AFFORDABLE 

Would  speaking  your 
Customer’s  language 
have  made  the 
difference  ? 


Did  your  jast  meeting  overseas  go  as  well  as  you  had 
toped?  No  ? Why  not  ? Did  you  k*e  out  to  a competitor 
who  did  speak  the  language  of  the  customer  ? 
Dont  lot  it  happen  again - 

Can  BERLITZ  for  details  of  'Doing  Businas*  In' 
French/GermanfSpanteh  NOW  on 

0171  - 915  0909 
0121  - 643  4334 
0161  -228  3607 
0131  - 226  7198 


Helping  the  World  Communteate 


DENTON  HALL 


The  Anglo-Spanish  Group  has  pleasure  in 
Inviting  you  to  its  annual  seminar  on 

Energy  Market  Forecast 
in  Spain,  Portugal,  Latin 
America  and  Philippines 

Guest  speaker 

Mrfosep  Pfqu£ 

Minister  of  Industry  and  Energy  (Spain) 

and  the  Chief  Executives  of  Endesa,  Iberdrola, 
Unidn  Fenosa,  Hidrocantabrico,  Gas  Natural, 
Transgas,  Electriadade  de  Portugal  and  National 
Commission  of  the  Electric  Network  of  Spain 

Thursday  11th  February  1999  at  9tt0  am 

In  Collaboration  with  Exnanskm 

For  information  and  registration  please  email 
Mr  Rob  Holmes  at  seminars@dentonhall.com 

FIVE  CHANCERY  LANE  CLIFFORD'S  INN  LONDON  EC4A  IBU 
TEL  444  (0)171  242  1212  FAX  444  (0)171  404  0007 
raxlwwMLw 

kook  annou  hoik  rove  London  huwddiu  mxom  hvw 
somitoai  toxto 
xssooaud  onKEs 

MKZUHM  KX1IK  omaoNI  OUMKm  WSMAJU.  DXXSDOi  DOUEUIOII 

ruMsinT  lutnuxc  uamid  mumch  quo  wn  vunna 


MARCH  IB  & 19 
FT  European  Pensions 

Distinguished  speakers  include: 
Professor  Mario  Morai.  Member  of  the 
European  Commisuoa:  Mr  Kees  van 
Rees.  Managing  Director  Shell  Pc  naans 
Fond,  Chairman.  European  Federation 
or  Retirement  Provision;  Mr  Martin 
Jack.  Director  or  IBM  Retirement 
Funds.  EMEA.  IBM  UK  Ltd  and  Mr 
Brora  Garnet 
Contact:  Joanna  Edwnnk 
FT  Conferences 
Teh  (+44>  171  873  3374 
Fax.t+44)  171  873  3067 
Email:  joanna^dwanisG  Fleam 

BRUSSELS 


APFUL22&23 
FT  World  Pharmaceuticals 
The  pharmaceuticals  industry  now  faces 
unprecedented  challenges  as  we  enter 
the  miHmimn.  TUs  FT  cmfoencc  win 
reflea  on  die  industry's  successes  and 
investigate  the  new  challenges  being  set 
by  its  customers  and  sponsors, 
coonderittg  how  ii  will  need  to  shape 
itself  for  the  first  decade  of  the 
2 1 st  Century. 

Coatact:  Joanna  Edwards 
Tel:  0171  873  3374 
Fax:  0171  8733067 

ftmnil-  MwmikQft  r-rwn 

svwwJWonfereacex.com 

LONDON 


MAY  14 

FT  London  Motor  Conference 

Productivity  and  competitiveness  in  the 
UK  motor  industry  und  the  impart  of 
“grey  imports”  oo  the  new  and  used  car 
market  are  among  key  issues  to  be 
discussed.  Speakers  include:  Professor 
Corel  fibys  OBE.  CurdifT  Business 
School.  Mr  Graham  Broome.  SMMT 
Industry  Forum  and  Mr  Michael 
Woodward,  KPMG  Management 
Consulting, 

Contact:  Joanna  Edwards 
FT  Conferences 
Tel:  (+441  171  873  3374 
Fax:  1+44)  171  873  3067 
EmaiL  joHmaxdwardsdFTrtXD 

LONDON 


Conferences,  Venues  & Courses 


COURSES 


JANUARY  27-  29 

btrcttln-partnani  tnltmacleikjmtlBjga 

FacBity  Documentation 
• Types  of  Borrower  and  their  legal 
KkMay  • Facility  Leoets  and  Ccnmnss, 
Lena*  of  Comfort  • Lending.  Guarantee 
nod  Security  Dtcutraauon.  Registration 
Procediacs  - Fixed  and  Fkxring  Chatgcs. 
Priorities  • Legal  Requirements  and 
Obligations.  Regulatory  Environment 
■ Common  Mistakes  ami  Problems. 
Deafing  wsh  Defonlb 
3 Days 

fnritM,-  Bndnn  Trendng  & Consulting 
1-6  Lombard  St,  £OV  9AA.  London 
Tel-  0171  «Q  6633  Fax:  0171  929  6644 
Email:  budrinebiichinxom 

LONDON 


FEBRUARY 1 -3 

btctSn -partnm*  la  ItaancM  anomtedge 

Understanding  Derivatives 

• Background  and  Development  of 
Derivatives  - Markets  - Financial 
Instro  men  is  and  Credit  Risk  • OTC  v 
Exchange  Traded  Instruments  • Interest 
Rate  Derivative*.  Financial  Futures. 
FRAs  and  Swaps,  Swa plices  • Caatacy 
Derivatives.  'Exotic'  and  Standard 
Currency  Option,  Currency  Swaps 

• Equity  and  Cbtntmhty  Derivatives 
3 Days 

Contact  Brirfiin  Ttitimng  & Consulting 
1-6  Lombard  St,  EC3V  9AA.  Londou 
TO:  0171  929  6633  Fox:  0171  93  6644 
Frmit-  tnckUhaJiii  an 

LONDON 


FEBRUARY S -12 

bbctdn  - partner*  in  OnmuM/cnomiec/ua 

Corporate  Credit  Analysis 
Skills  - Level  U 

• Soares  of  Infomflbon  indafing  Cretfir 
Rating  • Non -financial  Factors  • 
Manage  inmt  Oxnpetence  - liXcipretatiwi 
of  Finannol  Informatiou  • Cashflow 
Modelling  * Accounting  Concepts  and 
Standards  • Creative  Accounting 

• Contingent  Liabilities  * Corporate 
firihire  and  Recovmy  Sumegjes 

5 Days 

Contact  Bircbin  Training  & Consaihirvg 
1-6  Lombard  St,  EC3V  9AA.  London 
TO:  0171 9296633  Fax:  0171 9296644 

pirmi*  biichintPbwteB  OHO 

LONDON 

FEBRUARY  8 -12 
Knowledge  Management 
Series: 

Day  I:  Practical  KM  Methods: 

Introductory  Workshop:  Day  2-3:  The 
Practitioner's  Perspective:  Day  4: 
buildtdg  the  KM  ht&Ktiucntrr.  Day  5: 
A Practitioner's  Workshop  focusing  on 
die  practice  of  KM  rather  than  the  hype. 
These  events  are  structured  so  ns  to 
provide  tire  complete  In  depth  KM 
experience  illustrated  by  case  studies 
and  expen  presenmions. 

UNICOM 
Tel:  01895  256484 
Fax;  01895813095 
info8unioonLco.uk 

LONDON 


FEBRUARY  9 - 12 
E-Business  Series: 

Cutting  edge  presentations  by 
DTI.  Knowledge  Lab  NCR 
Pricewaieibot»eCoo(KTs.  IBM.  Zergo, 
EEMA.  Barclay  card,  Intelligent 
Environment  covering  issues  on: 
Preparing  the  organisation  for 
e-business;  Law.  Security  and  financial 
Transactions.  Marketing.  Sales  and 
Virtual  Communities.  Retail  and 
Supply  Chain  Applications  of 
E -Commerce  and  Case  Studies. 
UNICOM 
Teh  01 895  256484 
Fox:  01895  813095 
mfo@unicaiiLoi.uk 

LONDON 

APRIL  19 -JUNE  7 
FT  City  Course 

The  FT-CSty  Course,  which  tales  place 
over  8 weekly  afternoon  sessions, 
provides  an  excellent  introduction  to  the 
City  of  London  as  a major  financial  and 
trading  ctnrrc. 

Contact:  Joamn  Edwards 
FT  Conferences 
Tel:  <444)  17!  873  3374 
Fac  l+44i  |71  873  3067 
Email:  jooniULedwanhdFTcom 

LONDON 


Conferences, 
Venues 
& Courses 


To  advertise  contact  Jade  Sanderson  on  +44  171  873  3507  or  Fax  +44  171  873  3765 
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~ 7 - - CURRENCIES  & MONEY 

Euro’s  second  test 


FINANCIAL,  TIMES  MONDAY  JANUARY  U 1999 


POUND  SPOT  FORWARD  AGAINST  THE  POUND 


jfeii 


By  Alan  Beattie 


With  a jittery  first  week  of 
trading  failing  to  calm  mar- 
ket nerves,  the  euro  should 
continue  to  be  the  focus  of 
trading  this  week. 

Problems  with  the  clearing 
system  last  week  meant 
liquidity  was  slow  to  build  in 
the  markets  and  analysts 
say  few  participants  with 
strong  bullish  views  on  the 
euro  have  put  their  money 
where  their  mouths  are. 

There  will  be  little  impor- 
taut  pieces  of  euro-zone  data 
from  which  the  markets  can 
build  positions.  French  con- 
sumer price  inflation  figures 
on  Tuesday  are  expected  to 
show  a further  fell  towards 
zero  on  the  annual  measure. 

The  final  outturn  for  Ger- 
man consumer  price  Infla- 
tion will  also  be  released  this 
week.  If  it  Is  in  line  with  the 
preliminary  western  Ger- 
many inflation  data  already 
published,  the  annual  rate 
for  the  whole  country  should 
drop  to  0.7  per  cent. 

Although  Wim  Dulsenberg 
has  given  the  impression 


that  he  does  not  want  the 
European  Central  Bank 
(ECB.1  to  change  interest 
rates  in  a hurry,  these  data 
will  certainly  provide  a justi- 
fication for  any  nascent 
doves  on  the  ECB  Council 
wanting  to  start  arguing  for 
a reduction. 

The  future  of  UK  repo 
rates  may  also  become 
clearer  on  Wednesday  when 
what  remains  of  the  labour 
market  data  for  the  UK  are 
released. 

with  the  previously  all- 
important  average  earnings 
index  still  suspended,  the 
Bank  of  England  has  shifted 
its  attention  to  the  volume 
indicators  of  labour  market 
activity,  notably  the  unem- 
ployment rate. 

The  monetary  policy  com- 
mittee (MPC)  justified  its 
decision  to  cut  UK  interest 
rates  by  25  basis  points 
week,  partly  on  the  basis 
that  the  labour  market  had 
stopped  tightening. 

A rapid  rise  in  the  unem- 
ployment count  on  Wednes- 
day could  hasten  further 
cuts  in  the  UK’s  repo  rate. 
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DOLLAR  SPOT  FORWARD  AGAINST  THE  DOLLAR 
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EQUITIES 


EURO  PRICES 


Bourses  greet  euro  launch  with  surge 


CURRENCIES  & MONEY 


EURO  SPOT  FORWARD  AGAINST  THE  EURO 


EUROPEANOVERV1EW 

By  Pbfflp  Coggan, 

Markets  EoHor 

Investors  in  European  equity 
markets  will  be  hoping  that 
the  new  year  rally  ran  con- 
tinue at  the  pace  it  displayed 
in  the  first  few  days  of  1999, 
as  the  euro  began  its  official 
life. 

The  Paris  bourse  jumped 
7.6  per  cent  on  the  week. 

FTSEEUoclOO 

Mb 


Frankfurt  7.2  per  cent  and 
Zurich  (not  part  of  the  euro- 
zone, of  course)  6-6  per  cent 
Takeover  fever  in  the  auto 
and  telecoms  sectors  played 
a large  part  in  the  rally 
although  there  was  little 
concrete  news,  apart  from 
reports  that  Volvo  had  hired 
investment  bankers  to 
undertake  the  sale  of  its  car 
division.  LVMH  also  pidr"! 
up  a stake  in  fellow  luxury 
goods  maker  Gucci. 


There  were  signs  that 
institutions  were  pouring 
their  cash,  hoarded  during' 
the  autumn  market  turmoil 
and  the  cautious  pre-euro 
Christmas  period,  into  equi- 
ties, and  particularly  blue 
chips. 

The  latest  broker  to  come 
out  with  its  list  of  European 
stocks  for  1999  was  BT  Alex 
Brown,  which  favoured  BG, 
BT,  Canal  Plus,  Endesa, 
Glaxo,  Mannagmanrt,  WnWn, 


Novartis,  Pearson,  Power- 
gen,  Rhdne-Poulenc,  Riche- 
mont, Telecom  Italia,  UBS 
and  VNU. 

The  main  economic  news 
of  the  week  will  come  from 
Germany  where  business 
surveys  have  been  very 
gloomy  In  recent  months. 

Figures  for  industrial  out- 
put in  November  are  expec- 
ted to  show  a (US  per  cent 
month-on-month  drop, 
according  to  the  latest  esti- 
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mate  from  Standard  & Poor's 
MMS.  But  the  estimate  for 
overall  GDP  growth  in  1998, 
due  to  be  released  on  Thurs- 
day. should  still  show  a 2£ 
per  cent  annual  rise. 

Seme  analysts  think  Euro- 
pean growth  will  slow  in 
1999  in  the  face  of  weak 
export  markets  round  the 
world.  That  may  prompt  rate 
cuts  from  the  European  Cen- 
tral Bank. 

Meanwhile,  a survey  of 
equity  analysts  by  Deloitte  & 
Touche  Consulting  group 
found  that  German  compa- 
nies were  seen  as  best  placed 
to  benefit  from  the  euro,  fol- 
lowed by  groups  in  France, 
Italy  and  Spain.  UK  compa- 
nies ranked  only  ninth. 

The  survey  also  found  that 
the  majority  of  analysts 
polled  thought  the  euro 
would  increase  cross-border 
competition,  create  a more 
stable  business  environment 
and  reduce  the  cost  of  capi- 
tal. 
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MONDAY  11 


Commission  under  threat 


The  opening  1999  session  of  the 
European  parliament,  which  is  held  In 
Strasbourg  through  the  week,  offers 
the  Intriguing  prospect  of  the 
resignation  of  the  entire  European 
Commission.  MEPs  will  vote  on  a 
«nsure  motion  following  their  decision 
last  month  to  withhold  approval  of  the 
1996  European  Union  accounts  amid 
allegations  of  mismanagement  and 
spending  irregularities.  In  the  unlikely 
event  that  a majority  of  two-thirds 
■backs  the  motion,  the  Commission 
would  be  forced  to  quit.  Joschka 
Fischer,  German  foreign  minister,  will 
present  his  country's  programme  for  Its 
presidency  of  the  EU.  Winning 
agreement  on  the  Agenda  2000 
proposals  and  future  financing  of  the 
union,  progress  on  enlargement  and 
tackling  unemployment  are  among 
priorities  for  the  next  six  months. 

Among  other  subjects  for  debate, 

MEPs  will  discuss  Commission  plans 
to  cut  guaranteed  farm  prices  and 
proposed  compensation  for  farmers. 

The  deadline  for  agreement  on  reforms 
to  the  Common  Agricultural  Poficv  is 
the  end  of  March. 


Germany  takes  over 

CSemtany-s  presidency  of  the  European 
Union  steps  up  a gear  with  a Joint 
meeting  of  the  German  cabinet  and  the 
European  Commission  in  Bom. 
Germany  has  set  a reform  of  EU 
finances  and  joint  measures  on  Job 
creation  as  the  main  goals  of  its 
six-month  presidency.  But  topics  at 
today’s  meeting  are  also  likely  to 
include  the  recent  dispute  over 
allegations  of  fraud  and 
mismanagement  at  the  Commission. 


submitted,  which,  if  passed,  would 
increase  proposed  spending  by  a third. 
Two  more  readings  of  the  budget  bill 
are  likely  to  be  held  in  February. 


Judicial  view 

Justice  Richard  Goldstone,  a judge  at 
the  South  African  Constitutional  Court, 
addresses  the  Institute  of  International 
Affairs  in  London  on  the  possible 
contradiction  between  International 
prosecutions  and  national  truth 
commissions. 


chess  tournaments  in  1998.  The  world 
champion  puts  his  reputation  on  the 
fine  in  the  61  st  Hoogovens  tournament 
at  Wijk  aan  Zee.  sponsored  by  the 
Dutch  steel  maker  (to  January  31). 
Kasparov  faces  India’s  Vishy  Anand, 
world  number  two.  who  won  many  of 
last  year's  contests,  and  five  other 
grandmasters  from  the  world  top  10. 


FT  Survey 

Review  of  Information  Technology. 


Bank  deadline 

The  government-imposed  deadSna  for 
Thailand's  banks  to  restructure  their 
huge  debts  is  due  to  expire,  but  is 
expected  to  have  little  effect  because 
the  government  is  willing  neither  to 
suspend  the  banks'  licences  nor  to 
take  them  over. 


Holiday 

Lithuania. 


THURSDAY  14 


Tyson  mums  to  t*1®  baxfcig  rng  an  Saturday  for  Hie  tfme  since  dbquaUflcatkm 

1995  decision  to  ban  all  exports  of  ' 
toxic  waste  from  rich  countries  to  poor 
ones  and  on  how  to  strengthen  the 
ability  of  developing  countries  to 
combat  illegal  trade. 


governors'  discussions,  which  win  be 
confidential,  are  expected  to  review  the 
global  economic  situation  and  financial 
developments  in  Asia. 


Egyptian  protest 

Amr  Musa,  the  Egyptian  foreign 
minister,  continues  a private  two-day 
trip  to  Israel  to  take  part  in  the  annual 
convention  of  the  Peres  Centre  for 
Peace.  He  has  said  he  is  unwilling  to 
meat  Ariel  Sharon,  the  Israeli  foreign 
minister,  as  a protest  over  Israel's 
decision  to  suspend  implementation  of 
the  Wye  River  land-for-security 
agreement 


Fighting  waste 

Government  negotiators  meet  in 
Geneva  to  January  15  to  try  to  thrash 
out  new  rules  on  legal  responsibility 
and  compensation  for  trade  In 
hazardous  wastes,  which  Is  governed 
by  the  Basle  convention.  The 
proposals  would  make  exporters  of 
toxic  waste  in  rich  countries 
responsible  for  cleaning  up  dumped 
waste  In  the  developing  world.  The 
negotiators  are  also  trying  to  reach 
agreement  on  implementation  of  a 


Cricket  decision 

Australian  cricketers  Mark  Waugh  and 
Shane  Wame  face  calls  for  a life  ban  at 
a meeting  of  the  International  Cricket 
Council  In  Christchurch,  New  Zealand 
India,  Pakistan  and  Sri  Lanka  are 
®yected  to  call  for  a ban  on  the  pair, 
who  admrtted  taking  money  from  an 
Indian  bookmaker  in  return  for 
information  on  pitch  and  weather 
conditions  during  a tour  of  Sri  Lanka  in 
1994.  Amajority  of  the  nine  members 
of  the  ICC  would  be  needed  to 
approve  the  ban. 


Obuchi  arrives 

Keizo  Obuchi,  the  Japanese  prime 
minister,  arrives  in  Germany  on  the  last 
stage  of  his  European  tour.  He  starts  in 
Berlin  with  a meeting  with  Roman 
Herzog,  the  president.  On  Tuesday  he 
fravefa  to  Bonn  for  talks  with  Gerhard 
Schroder,  chancellor,  and  Joschka 
Fischer,  foreign  minister. 


auctioned  in  New  York.  The  ball, 
picked  up  In  St  Louis'  Busch  Stadium 
by  a tan.  Is  forecast  to  sell  for  $1m  or 
more. 


Holidays 

Morocco,  Colombia,  Venezuela. 


Satellite  test 

Britain’s  Office  of  Fair  Trading  embarks 
on  a landmark  legal  case  that  is  likely 
to  affect  the  future  of  all  televised  sport 
jv  UK-  Trie  OFT  will  try  to  prove  in 
the  Restrictive  Practices  Court  that  an 
exclusive  contract  between  football’s 
Premier  League  and  BSkyB,  the 
satellite  broadcaster,  is 

anti_competftive  and  against  the  public 
Interest 


TUESDAY  12 


Menem  visits  US 

Carlos  Menem,  Argentinian  president 
pays  a state  visit  to  Washington  for 
talks  on  trade  issues  and  efforts  to 
encourage  region-wide  economic 
growth.  ■ ■ • 


Banana  battle 

The  dispute  settlement  body  of  the 
World  Trade  Organisation  meets  in 
Geneva  to  establish  a dispute  panel 
that  will  examine  the  European  Union's 
revised  banana  Import  regime  for 
consistency  with  WTO  rules.  The  panel 
has  been  requested  by  both  the  EU 
and  Ecuador.  The  US,  which  says  the 
new  scheme  continues  to  discriminate 
against  Latin  American  bananas  and 
US  banana  distributors,  has  threatened 
the  EU  with  trade  sanctions.  Brussels 
maintains  that  it  has  complied  with 
earlier  WTO  rulings  and  has  brought  a 
countersuft  against  the  US  sanctions 
threat 


Cyprus  mediation 

Ann  Hercus,  United  Nations  alternate 
special  representative  to  Cyprus,  Is 
scheduled  to  meet  Glafcos  Werides, 
the  Cypriot  president,  In  Nicosia. 
Tensions  have  been  rising  on  the 
divided  Island  as  both  the 
predominantly  Greek  south  and  the 
Turkish-backed  north  build  their 
military  arsenals.  Dame  Hercus  wifi 
meet  Rauf  Denktas,  leader  of  the 
self-proclaimed  Turkish  Republic  of 
Northern  Cyprus,  on  Thursday. 


cyo  reshuffle 

Keizo  Obuchi,  Japan’s  prime  minister, 
is  expected  to  reshuffle  his  cabinet  to 
launch  a coalition  government  between 
his  Liberal  Democratic  party  and  the 
Liberal  party.  Mr  Obuchi  and  Ichiro 
Ozawa,  the  LP  leader  and  former  LDP 
member,  agreed  last  November  to 
form  an  alliance  before  the  regular  Diet 
session  starts  on  January  19.  The 
coalition  will  make  it  easier  for  the  LDP 
to  pass  legislation  in  the  Diet  The  two 
leaders  have  tried  to  bridge  their  policy 
differences  on  key  issues.  So  far,  they 
have  reached  a basic  policy  agreement 
on  the  role  of  Japan's  self-defence 
forces  In  UN  missions  and  the 
reduction  of  seats  in  the  Lower  House 
of  the  Diet 


Sudan  interval  ends 

The  ceasefire  between  Sudanese  ; 
government  troops  and  rebels  in  the 
southern  Bahr  el  Ghazal  pravinc®, 
which  allowed  relief  agencies  to  rtettvor 
aid  to  the  famine-struck  area,  expires. 

It  was  extended  for  three  months  in 
October. 


Hofidays 

Malawi,  Bangaldesh,  Japan.  Sri  Lanka. 


SATURDAY  16 


Greek  report 

The  Organisation  for  Economic 
Co-operation  and  Development  is 
scheduled  to  release  its  economic 
survey  of  Greece. 


Korean  talks 

The  US  and  North  Korea  meet  in 
Geneva  for  two  days  to  discuss  access 
to  a North  Korean  underground 
construction  site  at  Kumchang-ri, 
which,  the  US  suspects,  is  intended  as 
a nuclear  weapons  facility.  Refusal  to 
allow  access  could  jeopardise  a 1994 
accord  with  the  US  in  which  North 
Korea  agreed  to  freeze  its  nuclear 
programme  in  return  for  free  fuel  and 
safer  nuclear  reactors.  The  bilateral 


World  Bank  meets 

The  World  Bank's  board  is  scheduled 
to  meet  in  Washington.  Its  discussions 
will  Include  relations  with  Pakistan, 
which  has  suffered  under  an 
international  embargo  following  its  test 
erf  nuclear-  arms  in  May  last  year.  Some 
restrictions  have  been  lifted  after  the 
government  of  Nawaz  Sharif  showed 
signs  of  willingness  to  sign  the 
Comprehensive  Test  Ban  Treaty. 


Holidays 

Tanzania.  Turkmenistan. 


Grenada  votes 

Grenada,  in  the  Caribbean  Windward 
Islands,  holds  a general  election.  The 
current  administration  of  the  former 
British  colony  is  led  by  prime  minister 
Keith  Mitchell. 


IMF  contact 

Yuriy  Masfyukov,  Russian  first  deputy 
prime  minister,  begins  a three-day  visit 
to  the  US  where  he  is  expected  to 
meet  Stanley  Fischer,  first  deputy 
director  of  the  International  Monetary 
Fund,  within  the  framework  of  a 
conference  In  Boston.  An  IMF  • 
delegation  is  expected  to  visit  Russia 
during  the  last  two  weeks  of  January. 


talks  precede  another  round  of 
four-party  talks,  including  China  and 
South  Korea,  that  will  resume  in 
Geneva  on  January  19. 


WEDNESDAY  13 


Holiday 

Macedonia. 


CSU  conference 

The  German  Christian  Social  Union, 
Bavarian  sister  party  of  the  Christian 
Democrats,  the  main  opposition  party 
that  formed  the  previous  government 
under  Helmut  Kohl,  holds  a party 
conference  in  Munich.  Edmund  Stoiber 
is  to  take  over  as  party  chairman. 


BIS  confidential 


Central  bank  governors,  mainly  from 
the  Asian  region,  meet  in  Hong  Kong 

under  the  auspices  of  the  Bank  for 
International  Settlements.  The 


Russian  budget 

The  Russian  budget  is  expected  to  get 
rts  second  reading  in  the  Duma  about 
mis  date,  according  to  Alexander 
Zhukov,  chairman  of  the  budget 
committee.  He  says  that  as  many  as 
130  amendments  have  been 


FRIDAY  15 


Boxing 

Mike  Tyson  fights  South  African 
Francois  Botha  in  Las  Vegas. 


■■■■■*■  m Hpn 


Kasparov's  play 

Garry  Kasparov  has  faced  growing 
criticism  over  his  absence  from  leading 


Holiday 

Bangladesh. 


Z.i.  .— *•, 


Compiled  by  Roger  Beale 
Fax  44  171  873  3196 


Other  economic  news 


Monday:  Industrial 
production  and 
manufacturing  output  in  the 
UK  are  likely  to  have  spent 
another  month  struggling 
during  November  analysts 
expect  to  see  another  month 
of  shrinking  production. 
Tuesday:  A tranche  of 
fiflures  on  the  German 
economy  is  released  this 
week,  including  consumer 
price  data  for  December, 
retail  sales  and  the  current 
account  for  November.  The 
trade  balance  is  expected  to 
post  a DM  12 bn  surplus  for 
the  month. 

Wednesday:  The  UK's 
labour  market  is  showing 
signs  of  turning  down, 
according  to  the  Bank  of 
England.  Publication  of  the 
latest  official  figures  for 
unemployment  should 
confirm  the  Bank's  view. 
Thursday:  The  US  consumer 
price  index  for  December  is 
likely  to  show  the  rate  of 
increase  creeping  above  1.7 
per  cent  on  an  annual  basis. 
Friday:  Surging  equity  prices 
in  the  US  should  have 
boosted  consumer 
confidence  responses  In 
January,  on  both  the 
Unrversity  of  Michigan  and 
Conference  Board 
measures. 
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Statistics  to  be  released  this  week 
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NOTICE  TO  THE  HOLDERS  OF 

TTreOutetanding  £1 25,000,000  Guaranteed 
Hoating  Rate  Notes  due  2000  (the  “Notes”) 
of 

Avco  Trust  PLC  (the  “Issuer”) 
Guaranteed  by 

AVCO  Financial  Services,  INC. 

(the  “Guarantor”) 

(the  “Noteholder  'h*  holder  the  Noras 
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substitution  of  AFCC  ta  rihLr*.  L.® -Proe,,re 

of  the  S NcSTJ  ? h 

Such  substitution  JSs  ScSTS"!  ? 

1999  pursuant  to  the  terms  nfT**.0"  6 Januafy 
Deed  dated  6 January  |9og  ma!i 3 [’*lPP,ernental  Trust 
the  Guarantor,  AFCC  and  between  die  Issuer, 

jVeeroenc  dated  6 jamlry  I9992L5?  °f  Nowation 
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soldiers 


ACROSS 
I Feel  sorry  for 

cooped  up  (6) 

4 Masefield's  main  complaint 

9 TTiey  may  advance  or  stop 
if  ordered  (6) 

10  People  at  play  (8) 

13  There's  some  humanity  in 
him.  no  doubt  (8J 
13  Female  embraced  by  one 
female  deity  or  another  (6) 

15  The  right  side  of  the  map 

(4) 

16  Nine  crates  of  mixed  fruit 
(10) 

is  Light  that  goes  up  and 
down  (4-6) 

2i  A bit  or  a fag,  perhaps  (4) 

23  Actually  it's  about  a friend 
(«) 

25  Give  warning  to  number 
after  earthquake  (8) 

27  Swimmers  who  will  leap 
ahead  when  detailed  (8) 

28  Dark  red  strand  (6) 

29  Suffering  which  might 
make  a crew  mutiny?  (8) 

30  Primate  rushes  around  (S) 


DOWN 

1 Line  of  sight?  (7) 

2 What  the  doctor  may  make 
of  poor  signs  (9) 

3 It  ensures  you  won't  be 
spotted  at  mealtimes  (6) 

5 They  can’t  fly  me  up  to  the 
land  of  the  free  (4) 

6 Squanders  food  (8) 

7 Lacking  a roadway  site  (5> 

S Jackets  for  hippies  (7) 

zt  Brilliant  spectacle  opening 
np  over  Etna,  perhaps  (7) 

14  A prize  for  waste  (7) 

17  At  noon  it's  duingiH^  char- 
acter.  or  characters  (9) 

18  Partition  between  pigs  and 
birds  (B) 

19  Pull  out  in  time  (7) 

21  Fruit  and  nuts  f}> 

22  The  cad  is  out  to  break  the 
engagement  (6) 

24  Sliding  calculator  (5) 

26  Endless  danger  for  a fairy 
(4) 


Address. 


Solution  9,873 


Winner  of  Puzzle  No.9,873:  R.  Melville,  Nottingham 


Speculate  and 

accumulate. 
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